OFFERING MEMORANDUM CONFIDENTIAL

Deutsche Telekom International Finance B.V.

$1,000,000,000 2.250% Notes due March 6, 2017
$1,000,000,000 4.875% Notes due March 6, 2042

Guaranteed as to Payment of Principal and Interest by
Deutsche Telekom AG

Pursuant to this offering memorandum, Deutsche Telekom International Finance B.V. (“Finance” or the
“Issuer”) is offering $1,000,000,000 2.250% Notes due March 6, 2017 (the “2017 Notes™) and $1,000,000,000 4.875%
Notes due March 6, 2042 (the “2042 Notes” and together with the 2017 Notes, the “Notes”). Deutsche Telekom AG
(“Deutsche Telekom” or the “Guarantor”) is the guarantor of the Notes.

Finance will pay interest on the Notes on March 6 and September 6 of each year, beginning on September 6,
2012 at an annual rate of 2.250% for the 2017 Notes and an annual rate of 4.875% for the 2042 Notes.

Finance may redeem the Notes on the terms described in this offering memorandum under “Description of the
Notes and Guarantees—Optional Redemption”. Finance may also redeem the Notes at 100% of their principal amount
plus accrued interest if certain tax events occur as described under “Description of the Notes and Guarantees—Optional
Tax Redemption”.

Finance intends to apply to list the Notes on the regulated market of the Luxembourg Stock Exchange.

Investing in the Notes involves risks. See “Risk Factors”.

The Notes have not been and will not be registered under the U.S. Securities Act of 1933, as amended (the
“Securities Act”) or any state or other securities laws. The Notes may not be offered or sold within the United States or
to, or for the account or benefit of, U.S. persons, except to qualified institutional buyers (“QIBs”) in reliance on the
exemption from registration provided by Rule 144A under the Securities Act (“Rule 144A”) and to certain non-U.S.
persons in offshore transactions in reliance on Regulation S under the Securities Act (“Regulation S™). Prospective
purchasers are hereby notified that sellers of the Notes may be relying on the exemption from the provisions of Section 5
of the Securities Act provided by Rule 144A. The Notes are not transferable except in accordance with the restrictions
described under “Transfer Restrictions”.

2017 Notes Issue Price: 99.437% plus accrued interest from March 6, 2012 if settlement occurs after that date
2042 Notes Issue Price: 98.604% plus accrued interest from March 6, 2012 if settlement occurs after that date

The Notes will be represented by one or more global notes registered in the name of The Depository Trust
Company (“DTC"), as depositary, or a nominee of DTC. Beneficial interests in the Notes will be shown on, and transfers
thereof, will be effected through, records maintained by DTC, Clearstream Banking, société anonyme (“Clearstream”)
and Euroclear Bank SA/NV (“Euroclear”), and their respective participants. See “Book-Entry; Delivery and Form;
Summary of Provisions Relating to Notes in Global Form” and “Transfer Restrictions”.

The Initial Purchasers (as defined in “Plan of Distribution™) expect to deliver the Notes against payment in
immediately available funds on or about March 6, 2012.

Joint Bookrunning Managers

Credit Suisse Morgan Stanley SOCIETE GENERALE
Co-Lead Managers

BancaIMI COMMERZBANK Lloyds Securities  Mitsubishi UFJ Securities = RBS

February 28, 2012



We are responsible for the information contained in this offering memorandum. We have not authorized anyone
to give you any other information, and we take no responsibility for any other information that others may give you. You
should assume that the information appearing in this offering memorandum is accurate as of the date on the front cover of
this offering memorandum only. Our business, financial condition, results of operations and prospects may have changed
since that date.

This offering memorandum is confidential. You are authorized to use this offering memorandum solely for the
purpose of considering the purchase of the Notes described in this offering memorandum. You may not reproduce or
distribute this offering memorandum, in whole or in part, and you may not disclose any of the contents of this offering
memorandum or use any information herein for any purpose other than considering a purchase of the Notes. You agree to
the foregoing by accepting delivery of this offering memorandum.

NOTICE TO NEW HAMPSHIRE RESIDENTS

NEITHER THE FACT THAT A REGISTRATION STATEMENT OR AN APPLICATION FOR A
LICENSE HAS BEEN FILED UNDER CHAPTER 421-B OF THE NEW HAMPSHIRE REVISED STATUTES
(“RSA”) WITH THE STATE OF NEW HAMPSHIRE NOR THE FACT THAT A SECURITY IS EFFECTIVELY
REGISTERED OR A PERSON IS LICENSED IN THE STATE OF NEW HAMPSHIRE CONSTITUTES A
FINDING BY THE SECRETARY OF STATE THAT ANY DOCUMENT FILED UNDER RSA 421-B IS TRUE,
COMPLETE AND NOT MISLEADING. NEITHER ANY SUCH FACT NOR THE FACT THAT ANY
EXEMPTION OR EXCEPTION IS AVAILABLE FOR A SECURITY OR A TRANSACTION MEANS THAT
THE SECRETARY OF STATE HAS PASSED IN ANY WAY UPON THE MERITS OR QUALIFICATIONS OF,
OR RECOMMENDED OR GIVEN APPROVAL TO, ANY PERSON, SECURITY OR TRANSACTION. IT IS
UNLAWFUL TO MAKE, OR CAUSE TO BE MADE, TO ANY PROSPECTIVE PURCHASER, CUSTOMER OR
CLIENT ANY REPRESENTATION INCONSISTENT WITH THE PROVISIONS OF THIS PARAGRAPH.

Each investor in the Notes will be deemed to make certain representations, warranties and agreements regarding
the manner of purchase and subsequent transfers of the Notes. These representations, warranties and agreements are
described in “Transfer Restrictions”.

The Initial Purchasers make no representation or warranty, expressed or implied, as to the accuracy or
completeness of such information, and nothing contained in this offering memorandum is, or shall be relied upon as, a
promise or representation by the Initial Purchasers. Neither we, nor the Initial Purchasers, nor any of our or their respective
representatives make any representation to any offeree or purchaser of the Notes offered hereby regarding the legality of an
investment by such offeree or purchaser under applicable legal investment or similar laws. You should consult with your
own advisors as to legal, tax, business, financial and related aspects of a purchase of the Notes. Notwithstanding anything
herein to the contrary, investors may disclose to any and all persons, without limitation of any kind, the U.S. federal or state
income tax treatment and tax structure of the offering and all materials of any kind (including opinions or other tax analyses)
that are provided to the investors relating such tax treatment and tax structure. However, any information relating to the U.S.
federal income tax treatment or tax structure shall remain confidential (and the foregoing sentence shall not apply) to the
extent reasonably necessary to enable any person to comply with applicable securities laws. For this purpose, “tax structure”
means any facts relevant to the U.S. federal or state income tax treatment of the offering but does not include information
relating to the identity of the issuer of the securities, the issuer of any assets underlying the securities, or any of their
respective affiliates that are offering the securities.

IN CONNECTION WITH THE OFFERING, CREDIT SUISSE SECURITIES (USA) LLC, ACTING FOR
THE BENEFIT OF THE INITIAL PURCHASERS, MAY PURCHASE AND SELL NOTES IN THE OPEN
MARKET. THESE TRANSACTIONS MAY INCLUDE OVER-ALLOTMENT, SYNDICATE COVERING AND
STABILIZING TRANSACTIONS. OVER-ALLOTMENT INVOLVES SALES OF NOTES IN EXCESS OF THE
PRINCIPAL AMOUNT OF THE NOTES TO BE PURCHASED IN THE OFFERING, WHICH CREATES A
SHORT POSITION. SYNDICATE COVERING INVOLVES PURCHASES OF THE NOTES IN THE OPEN
MARKET AFTER THE DISTRIBUTION HAS BEEN COMPLETED IN ORDER TO COVER SHORT
POSITIONS CREATED. STABILIZING TRANSACTIONS CONSIST OF CERTAIN BIDS OR PURCHASES OF
NOTES MADE FOR THE PURPOSE OF PEGGING, FIXING OR MAINTAINING THE PRICE OF THE
NOTES. HOWEVER, THERE IS NO ASSURANCE THAT THE STABILIZING MANAGER (OR PERSON
ACTING ON BEHALF OF THE STABILIZING MANAGER) WILL UNDERTAKE STABILIZATION ACTION.
ANY STABILIZATION ACTION MAY BEGIN ON THE DATE OF ADEQUATE PUBLIC DISCLOSURE OF
THE FINAL PRICE OF THE NOTES IS MADE AND, IF BEGUN, MAY BE ENDED AT ANY TIME BUT MUST
END NO LATER THAN 30 CALENDAR DAYS THEREAFTER. ANY STABILIZATION ACTION OR OVER-
ALLOTMENT MUST BE CONDUCTED BY THE STABILIZING MANAGER (OR ANY PERSON) ACTING ON
BEHALF OF THE STABILIZING MANAGER) IN ACCORDANCE WITH ALL APPLICABLE LAWS AND
RULES.



NOTICE TO INVESTORS IN THE UNITED KINGDOM

This offering memorandum is only being distributed to and is only directed at (i) persons who are outside the
United Kingdom or (ii) investment professionals falling within Article 19(5) of the Financial Services and Markets Act 2000
(Financial Promotion) Order 2005 (the “Order™) or (iii) high net worth companies, and other persons to whom it may
lawfully be communicated, falling within Article 49(2)(a) to (d) of the Order (all such persons together being referred to as
“relevant persons™). The Notes are only available to, and any invitation, offer or agreement to subscribe, purchase or
otherwise acquire such Notes will be engaged in only with, relevant persons. Any person who is not a relevant person should
not act or rely on this document of any of its contents.

NOTICE TO INVESTORS IN THE EUROPEAN ECONOMIC AREA

In relation to each Member State of the European Economic Area (the “EEA”) which has implemented the
Prospectus Directive (each, a “Relevant Member State™), each initial purchaser has represented, warranted and agreed that
with effect from and including the date on which the Prospectus Directive is implemented in that Relevant Member State
(the “Relevant Implementation Date™) it has not made and will not make an offer of Notes to the public in that Relevant
Member State except that it may, with effect from and including the Relevant Implementation Date, make an offer of Notes
to the public in that Relevant Member State:

@) in (or in the Federal Republic of Germany, where the offer starts within) the period beginning on the date
of publication of a prospectus in relation to the Notes which has been approved by the competent authority in that Relevant
Member State or, where appropriate, approved in another Relevant Member State and notified to the competent authority in
that Relevant Member State, all in accordance with the Prospectus Directive and ending on the date which is 12 months after
the date of such publication;

(b) to any legal entity which is a qualified investor as defined in the Prospectus Directive;

(c) to fewer than 100 or, if the Relevant Member State has implemented the relevant provision of the 2010
PD Amending Directive, 150, natural or legal persons (other than qualified investors as defined in the Prospectus Directive),
as permitted under the Prospectus Directive, subject to obtaining the prior consent of the relevant Manager or Managers
nominated by the Issuer for any such offer; or

(d) in any other circumstances falling within Article 3(2) of the Prospectus Directive;

provided that no such offer of Notes shall require the Issuer, the Guarantor or any Initial Purchasers to publish a
prospectus pursuant to Article 3 of the Prospectus Directive or supplement a prospectus pursuant to Article 16 of the
Prospectus Directive, in each case, in relation to such offer. Neither the Issuer nor the Guarantor nor the Initial Purchasers
have authorized, nor do they authorize, the making of any offer of Notes in circumstances in which an obligation arises for
the Issuer, the Guarantor or the Initial Purchasers to publish or supplement a prospectus for such offer.

For the purposes of this provision, the expression an “offer of Notes to the public” in relation to any Notes in any
Relevant Member State means the communication in any form and by any means of sufficient information on the terms of
the offer and the Notes to be offered so as to enable an investor to decide to purchase or subscribe the Notes, as the same
may be varied in that Member State by any measure implementing the Prospectus Directive in that Member State and the
expression “Prospectus Directive” means Directive 2003/71/EC (and amendments thereto, including the 2010 PD Amending
Directive, to the extent implemented in the Relevant Member State), and includes any relevant implementing measure in the
Relevant Member State and the expression “2010 PD Amending Directive” means Directive 2010/73/EU.

This EEA selling restriction is in addition to any other selling restrictions set out in this offering memorandum.
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DEFINED TERMS AND FINANCIAL INFORMATION
As used in this offering memorandum, unless the context otherwise requires, the terms “we”, “us”, “our”,
“Company”, and “Group” refer to Deutsche Telekom AG and its consolidated subsidiaries. The “Guarantor” and
“Deutsche Telekom” refer to Deutsche Telekom AG.

As used in this offering memorandum, “euro”, “EUR” or “€” means the single unified currency that was
introduced in the Federal Republic of Germany (the “Federal Republic”) and ten other participating Member States of the
European Union (the “EU”) on January 1, 1999. “U.S. dollar”, “USD” or “$” means the lawful currency of the United
States of America.

Unless otherwise indicated, the financial information contained in this offering memorandum has been prepared
in accordance with the requirements of the International Financial Reporting Standards (“IFRS”) as adopted for use in the
EU by the European Commission.

In this offering memorandum, increases in negative numbers are expressed as positive percentages.
AVAILABLE INFORMATION

For so long as any of the Notes are “restricted securities” within the meaning of Rule 144(a)(3) under the
Securities Act, during any period during which the Guarantor is neither subject to Sections 13 or 15(d) of the U.S.
Securities Exchange Act of 1934, as amended (the “Exchange Act”) nor exempt from reporting pursuant to Rule 12g3-
2(b) under the Exchange Act, the Issuer and the Guarantor will make available on request to each holder in connection
with any resale thereof and to any prospective purchaser of such Notes from such holder, in each case upon request, the
information specified in and meeting the requirements of Rule 144A(d)(4) under the Securities Act.

A form of the fiscal and paying agency agreement to be entered into by Deutsche Telekom, Finance and
Deutsche Bank Trust Company Americas, as fiscal agent, appears as Schedule A to this offering memorandum.

MARKET, RANKING AND OTHER DATA

The data included in this offering memorandum regarding markets, including the size of certain market
segments and the Guarantor’s position within these markets, are based on independent industry publications, reports of
government agencies or other published industry sources and the Guarantor’s estimates based on its management’s
knowledge and experience in the market segments in which it operates. The Guarantor’s estimates are based on
information obtained from customers, suppliers, trade and business organizations and other contacts in the market
segments in which it operates. The Guarantor has not independently verified any of the data from third-party sources nor
has it ascertained the underlying economic assumptions relied upon therein. The Guarantor believes these estimates to be
accurate as of the date of this offering memorandum. However, this information may prove to be inaccurate because of
the method by which the Guarantor obtained some of the data for these estimates or because this information cannot
always be verified with complete certainty due to the limits on the availability and reliability of raw data, the voluntary
nature of the data gathering process and other inherent limitations and uncertainties.

World Wide Web addresses contained in this offering memorandum are for explanatory purposes only and they
(and the content contained therein) do not form a part of, and are not incorporated by reference into, this offering
memorandum.



FORWARD-LOOKING STATEMENTS

This offering memorandum contains forward-looking statements. Forward-looking statements are statements
that are not historical facts. Examples of forward-looking statements include statements concerning:

e plans, objectives and expectations relating to future operations, products and services;

e expectations of future financial performance and their underlying assumptions, including, but not limited to,
statements describing our expectations of future revenue, adjusted EBITDA and free cash flow
development;

e our prospective share of new and existing markets;

e plans, objectives and expectations for our cost savings and workforce reduction programs and the impact of
other significant strategic, labor or business initiatives, including acquisitions, dispositions and business
combinations, and our network upgrade and expansion initiatives;

o the potential impact of regulatory actions on our financial condition and operations;

e our shareholder remuneration policy and the payment of dividends and/or conduct of possible share
repurchases;

o the possible outcomes and effects of litigation, investigations, contested regulatory proceedings and other
disputes;

o future general telecommunications sector and macroeconomic growth rates; and

o our future revenues, expenditures and performance.
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Forward-looking statements generally are identified by the words “expect”, “anticipate”, “believe”, “intend”,
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“estimate”, “aim”, “goal”, “plan”, “will”, “will continue”, “seek”, “outlook”, “guidance” and similar expressions.

Forward-looking statements are based on current plans, estimates and projections. You should consider them
with caution. Forward-looking statements speak only as of the date they are made, and we undertake no obligation to
update any forward-looking statement in light of new information or future events. Forward-looking statements involve
inherent risks and uncertainties, most of which are difficult to predict and are generally beyond our control. We caution
you that a number of important factors could cause actual results or outcomes to differ materially from those expressed
in, or implied by, forward-looking statements, in particular forward-looking statements related to our expectations of
future revenue, adjusted EBITDA and free cash flow development. These factors include, among others:

e changes in general economic and business conditions, including a continuous deterioration in the economic
environment, in the markets in which we and our subsidiaries and associated companies operate;

o the level of demand for telecommunications services in the markets we serve, particularly for wireless
telecommunications services, broadband access lines, voice and data traffic, new higher-value products and
services, and new rate offerings;

e changes in government policies and new legislation;

e regulatory developments and changes, including with respect to the levels of tariffs, terms of
interconnection, customer access, international settlement arrangements and the availability and allocation
of radio spectrum for mobile telecommunications use;

e our ability to secure and retain the licenses needed to offer new and existing services and the cost of these
licenses and related network infrastructure build-outs, particularly with respect to advanced services;

e competitive forces, including pricing pressures, technological developments and alternative routing
developments, all of which affect our ability to gain or retain market share and revenues in the face of
competition from existing and new market entrants;



o the effects of our customer acquisition and retention initiatives, particularly in the fixed-line voice
telephony business, the mobile telecommunications business and our interconnection business;

o the effects of industry consolidation on the markets in which we operate, particularly with respect to our
mobile and leased lines businesses;

o the success of new business, operating and financial initiatives, many of which involve substantial start-up
costs and are untested, and of new systems and applications, particularly with regard to the integration of
service offerings;

e our ability to achieve cost savings and realize productivity improvements, particularly with respect to our
workforce-reduction initiatives, while at the same time enhancing customer service quality;

o the impact of other significant strategic or business initiatives, including acquisitions, dispositions and
business combinations;

e our ability to attract and retain qualified personnel, particularly in view of our cost reduction efforts;

e concerns over health risks associated with the use of wireless mobile devices and other health and safety
risks related to radio frequency emissions;

o risks of infrastructure failures or damage due to external factors, including natural disasters, intentional
wrongdoing, sabotage, acts of terrorism or similar events;

o the outcome of litigation, disputes and investigations in which we are involved or may become involved;

o risks and uncertainties relating to our international operations, particularly in Greece and other countries in
Southern and Eastern Europe;

e risks and costs associated with integrating our acquired businesses and with selling or combining businesses
or other assets;

o risks and uncertainties related to the development and implementation of our strategy for our mobile
operations in the United States, including technological and regulatory risks related to the deployment of a
Long Term Evolution, or LTE, network;

o the progress of our domestic and international investments, joint ventures, partnerships and alliances;

o the effects of foreign exchange rate fluctuations, particularly in connection with subsidiaries operating
outside the Eurozone;

¢ instability and volatility in worldwide financial markets;

o the availability, terms and deployment of capital, particularly in view of our financing alternatives, actions
of the rating agencies, developments in the banking sector and the impact of regulatory and competitive
developments on our capital outlays; and

o the level of demand in the market for our debt obligations, and for the debt obligations of our subsidiaries
and associated companies, and our shares, as well as for assets that we may decide to sell, which may affect
our financing and acquisition strategies.

If these factors or other risks and uncertainties materialize, or if the assumptions underlying any of these
statements prove incorrect, our actual performance and future actions may materially differ from those expressed or
implied by forward-looking statements. We can offer no assurance that our estimates or expectations will be achieved or
that we will be able to achieve our policy aims. When reviewing forward-looking statements contained in this document,
investors and others should carefully consider the foregoing factors, as well as other uncertainties and events and their
potential impact on our operations and businesses. You should refer to “Risk Factors” in this offering memorandum, for
additional information on these and other risks and uncertainties.



LIMITATION ON ENFORCEMENT OF U.S. LAWS AGAINST THE GUARANTOR, THE ISSUER, THEIR
MANAGEMENT AND OTHERS

Deutsche Telekom is a stock corporation (Aktiengesellschaft) organized under the laws of the Federal Republic
of Germany, and Finance is a private company with limited liability for an unlimited duration, established under the laws
of The Netherlands. The members of Deutsche Telekom’s and Finance’s respective Supervisory and Management Boards
are citizens or residents of countries other than the United States and their assets may be located outside the United
States. As a result, you may not be able to effect service or process within the United States on such persons or upon
Deutsche Telekom or Finance, or to enforce judgments of courts of the United States against them, whether or not
predicated upon the civil liability provisions of the securities laws of the United States or any state or territory within the
United States.

Under German law, a stock corporation may indemnify its officers, and, under certain circumstances, German
labor law requires a stock corporation to do so. However, a stock corporation may not, as a general matter, indemnify
members of the Management Board or the Supervisory Board. Certain limited exceptions may apply if the
indemnification is in the legitimate interest of the stock corporation. Deutsche Telekom’s articles of incorporation do not
contain provisions regarding the indemnification of its directors and officers. A German stock corporation may purchase
directors’ and officers’ insurance. Deutsche Telekom has obtained liability insurance for members of its Supervisory
Board and its Management Board and certain of its officers. This includes insurance against liabilities under the
Securities Act.

The laws of The Netherlands make no compulsory provision for the indemnification of members of the
Supervisory or Management Boards of a Dutch limited liability company. Finance’s articles of incorporation do not
contain provisions regarding the indemnification of its directors and officers. Deutsche Telekom has obtained liability
insurance for members of Finance’s Supervisory Board and its managing directors, including insurance against liabilities
under the Securities Act.

The United States and Germany do not currently have a treaty providing for reciprocal recognition and
enforcement of judgments in civil and commercial matters. In general, the enforcement of a final judgment of a United
States court requires a declaration of enforceability by a German court in a special proceeding. Therefore, a final
judgment for the payment of money rendered by a federal or state court in the United States based on civil liability,
whether or not predicated solely upon United States federal securities laws, may not be enforceable, either in whole or in
part, in Germany. In addition, awards of punitive damages in actions brought in the United States or elsewhere are
generally unenforceable in Germany.

The United States and The Netherlands do not currently have a treaty or convention providing for reciprocal
recognition and enforcement of judgments, other than arbitration awards, in civil and commercial matters. Accordingly, a
judgment rendered by a court in the United States will not be automatically recognized and enforced by the Dutch courts.
However, if the party in whose favor a final and definitive judgment for the payment of money has been rendered by a
competent court in the United States which is enforceable in the United States brings a new suit in a competent Dutch
court, such party may submit to such court in The Netherlands the final judgment which has been rendered in the United
States. Based on case law, the Dutch court may be expected to recognize, give res judicata effect to and render a
judgment in accordance with the foreign judgment insofar as it finds that the jurisdiction of the foreign court has been
based on grounds which are internationally acceptable and that proper legal procedures have been observed and except to
the extent that the foreign judgment contravenes Dutch public policy or an existing Dutch judgment.



SPECIAL NOTE ON NON-GAAP FINANCIAL MEASURES

In this offering memorandum, we have presented EBITDA, adjusted EBITDA, net debt and free cash flow,
which are non-GAAP financial measures. A non-GAAP financial measure is generally defined as one that purports to
measure historical or future financial performance, financial position or cash flows but excludes or includes amounts that
would not be so adjusted in the most comparable GAAP measure (which for these purposes we mean the most
comparable measure presented in accordance with International Financial Reporting Standards, or IFRS). Our non-
GAAP financial measures are not governed by IFRS and other companies may not compute these non-GAAP measures
using the same method as Deutsche Telekom. Therefore, these measures may not be comparable with measures with the
same or similar title that are reported by other companies.

The non-GAAP measures in this offering memorandum should not be viewed in isolation as an alternative to
profit (loss) from operations, net profit (loss), net cash from operating activities, the financial liabilities reported in our
consolidated balance sheet or other financial information presented in accordance with IFRS. We urge you to review the
reconciliations of the non-GAAP measures to IFRS financial measures and other financial information contained in this
offering memorandum. We also urge you not to rely on any single financial measure to evaluate our business but instead
to form your view on our business with reference to our audited annual consolidated financial statements included
elsewhere in this offering memorandum and the other information we present in this offering memorandum.

EBITDA

We define EBITDA as profit (loss) from operations (EBIT) plus depreciation, amortization and impairment
losses. We base our definition of EBITDA on profit (loss) from operations because this method of computation allows
EBITDA to be derived in a uniform manner on the basis of a measure of earnings that is published for the operating
segments and the Group as a whole. For a reconciliation of EBITDA to profit from operations, see “Development of Our
Business—Reconciliation of EBITDA and adjusted EBITDA”.

Special Factors

EBITDA at the Group and segment levels was affected by a number of special factors relating to our operating
activities in the reporting period as well as the prior-year periods. We believe that these special factors make it more
difficult to compare EBITDA at the Group and segment levels with corresponding figures for prior periods. Adjustments
are made irrespective of whether the relevant income and expenses are reported in profit (loss) from operations, profit
(loss) from financial activities or tax expense.

We have grouped the special factors affecting EBITDA into the following four categories.

o Staff-related measures comprise expenses related to staff reduction initiatives or other programs to reduce
headcount, including severance payments and early retirement.

o Non-staff-related restructuring comprises expenses relating to restructuring programs or other costs
unrelated to our operations, such as costs associated with terminating contracts.

e Gains and losses related to deconsolidation, disposals and acquisitions that arise at the time of the
transaction.

e  Other includes items that are unrelated to our operations.
Adjusted EBITDA
We define adjusted EBITDA as EBITDA excluding the effect of the special factors described above.

Our senior operating decision-makers use adjusted EBITDA as a performance indicator for managing our
business activities, assessing our operating performance and measuring the performance of our operating segments. They
believe that adjusted EBITDA permits them to better evaluate and compare developments over several reporting periods
because the items excluded in calculating adjusted EBITDA have, in their view, little or no bearing on our underlying
daily operating performance. However, adjusted EBITDA should be viewed in addition to, and not as a substitute for, the
information prepared in accordance with IFRS that is contained in this offering memorandum. For a reconciliation of
adjusted EBITDA to profit from operations, see “Development of Our Business—Reconciliation of EBITDA and adjusted
EBITDA”.



Free Cash Flow
We define free cash flow as net cash from operating activities:

o less net cash outflows for investments in intangible assets (excluding goodwill) and property, plant and
equipment;

e plus proceeds from the disposal of intangible assets (excluding goodwill) and property, plant and
equipment;

o plus outflows for the acquisition of mobile communications licenses (spectrum).

Our management uses free cash flow as an indication of the cash generating ability of our businesses and our
ability to pay for discretionary and non-discretionary expenditures not included in the measure, such as payments
pursuant to our shareholder remuneration policy, debt repayments or acquisitions. However, free cash flow should not be
used to determine the financial position of the Group or considered as a substitute for any IFRS financial measure. You
should not assume that free cash flow is freely available for discretionary application by management, since a number of
expenditures not included in the measure are non-discretionary. For a reconciliation of free cash flow to net cash from
operating activities, see “Development of Our Business—Condensed consolidated statement of cash flows and
reconciliation of free cash flow™.

Net Debt

We define net debt as total financial liabilities minus accrued interest, liabilities from corporate transactions,
cash and cash equivalents, current financial assets available for sale or held for trading, derivative financial assets, other
financial assets and items that we believe are unrelated to our liability position, e.g., customer overpayments of their
accounts. Other financial assets include all cash collateral posted for negative fair values of derivatives as well as other
interest-bearing financial assets. For a reconciliation of net debt to financial liabilities, see “Development of Our
Business—Financial liabilities—Reconciliation of net debt”.



EXCHANGE RATE INFORMATION

The following table shows, for the periods indicated, the average, high and low exchange rates for euros,
expressed in U.S. dollars per EUR 1.00, as published by the European Central Bank:

Year or Month Average1 High Low
(in § per €)

2007 1.3797

2008 1.4726

2009 1.3963

2010 1.3207

2011 1.4000
August 1.4487 1.4143
September 1.4285 1.3430
October 1.4160 1.3181
November 1.3809 1.3229
December 1.3511 1.2889

2012
January 1.3176 1.2669
February (through February 24, 2012) 1.2982 1.3412

! The average of the exchange rates on the last business day of each month during the relevant period.

On February 24, 2012, the exchange rate was USD 1.3412 per EUR 1.00.



SUMMARY
Deutsche Telekom AG

We are the largest provider of telecommunications services in Germany and one of the world’s largest
telecommunications companies in terms of 2011 consolidated net revenue. In 2011, our consolidated net revenue totaled
EUR 58.7 billion compared to EUR 62.4 billion in 2010.

We have organized our business activities into the following four operating segments:

e Germany, which combines all of our fixed-network and mobile activities in Germany and also includes
wholesale telecommunications services for third-party domestic carriers and service providers as well as our
Group’s other operating segments;

e  Europe, which comprises:

o all of our fixed-network and mobile communications operations in Greece, Romania, Hungary, Croatia,
Slovakia, the Netherlands, the F.Y.R.O Macedonia and Montenegro;

o all activities of our mobile communications companies in Poland, the Czech Republic, Austria,
Bulgaria and Albanig;

e ourinterest in the joint venture, Everything Everywhere, in the United Kingdom; and

e our International Carrier Sales and Solutions unit, which mainly provides wholesale
telecommunications services for our Group’s other operating segments;

o the United States, which comprises all of our mobile activities in the U.S. market; and

e  Systems Solutions, which bundles business with information and communications technology products and
solutions for large multinational corporations and public institutions under the
T-Systems brand.

Our Group Headquarters and Shared Services function includes our service headquarters and our subsidiaries
that are not allocated to the operating segments described above.

Our registered address is Friedrich-Ebert-Allee 140, 53113 Bonn, Germany, and our telephone number is
+49 228-181-0.

On March 20, 2011, we entered into an agreement with AT&T Inc. (“AT&T”) for the sale of T-Mobile USA to
AT&T. The agreement was subject to certain regulatory approvals. After it became clear that the U.S. authorities would
take a clear stance against the deal, AT&T and Deutsche Telekom terminated the purchase agreement on December 19,
2011. AT&T compensated Deutsche Telekom in line with the provisions of the agreement, paid a break-up fee of EUR
2.3 billion (USD 3.0 billion) in 2011 and granted T-Mobile USA the right to the transfer of Advanced Wireless Service
spectrum licenses worth EUR 0.9 billion (USD 1.2 billion). In 2011, we recorded a goodwill impairment loss of EUR 2.3
billion relating to our United States cash generating unit.

For more detailed information about our business, please refer to the sections entitled “Description of Our
Business” and “Development of Our Business” in this offering memorandum.

Deutsche Telekom International Finance B.V.

We incorporated Finance in The Netherlands on October 30, 1995. Finance is our wholly-owned subsidiary
whose principal purpose is raising funds for us. Deutsche Telekom provides a full and unconditional guarantee for all
liabilities issued by Deutsche Telekom International Finance B.V. The authorized share capital of Finance consists of
5,000 shares of common stock at a par value of EUR 453.78 each. The issued share capital amounts to EUR 453,780 and
consists of 1,000 shares of common stock at a par value of EUR 453.78. The remaining 4,000 shares are unissued.

Finance’s corporate seat and registered address is Herengracht 124-128, 1015 BT Amsterdam, The Netherlands,
and its telephone number is +31 20 794 45 00.




Our Risks and Challenges

Our business is subject to many material risks and challenges. For a detailed discussion of these risks as well as
other considerations relevant to an investment in the Notes, see “Risk Factors” and other information included in the
offering memorandum.

Our key risks and challenges include the following:

e Worldwide Economic Conditions: A continuation or intensification of the economic downturn, a further
intensification of the European debt crisis or an ongoing slowdown in consumer spending could adversely
affect our customers’ purchases of our products and services in each of our operating segments, which
could have a negative impact on our operating results and financial condition.

e Regulation and Other Government Intervention: Because we operate in heavily regulated business
environments, decisions that regulatory authorities impose on us restrict flexibility in managing our
business and may force us to offer services to competitors, or reduce the prices we charge for our products
and services, either of which could have a material negative impact on our revenues, profits and market
shares. In particular, our operations in some countries in our Europe operating segment face potential risks
as a result of the challenging macroeconomic situation, including the related taxes on telecommunications
companies that have been imposed in some of these countries.

e Competition: We face intense competition in all areas of our business, which could lead to reduced prices
for our products and services and a decrease in market share in certain service areas, thereby adversely
affecting our revenues and net profit.

e Litigation: We are continuously involved in disputes and litigation with regulators, competition authorities,
competitors and other parties. The ultimate outcome of such legal proceedings is generally uncertain. When
finally concluded, they may have a material adverse effect on our results of operations and financial
condition.

e Investments for New Products and Services: Some of our investments required to develop future products
and services, such as investments in new spectrum licenses, may involve substantial cash outlays with no
certainty of market acceptance or regulatory non-interference.

Selected Financial Data

The following table presents selected consolidated financial and operating information. This selected
consolidated financial and operating information should be read together with the section of this offering memorandum
entitled “Development of Our Business”, and our consolidated financial statements and the notes that are included
elsewhere in this offering memorandum.

This selected consolidated financial information is extracted or derived from our consolidated financial statements,
which have been audited by PricewaterhouseCoopers Aktiengesellschaft Wirtschaftsprifungsgesellschaft (“PwC”) and have
been included elsewhere in this offering memorandum.




Selected Consolidated Financial Data of the Group

For the year ended December 31,
2011 2010 2009
(billions of €, except as otherwise indicated)

Income Statement Data

Net revenue 58.7 62.4 64.6
Domestic 26.4 27.3 28.0
International 323 35.1 36.6
Profit from operations 5.6 55 6.0
Profit (loss) attributable to owners of the parent 0.6 1.7 0.4
(net profit (loss))

Cash Flow Data

Net cash from operating activities 16.2 14.7 15.8
Net cash used in investing activities (9.3) (10.7) (8.6)
Net cash used in financing activities (6.0) (6.4) (5.1)

Ratios and Selected Data

Cash capex* (8.4) (9.9) 9.2)
Number of employees averaged over the year

(full-time employees excluding trainees)

(thousands) 240 252 258
Net revenue per employee (thousands of euro)? 244 247 251
Earnings per share—basic and diluted (euro) 0.13 0.39 0.08
Weighted average number of ordinary shares

outstanding (basic) (millions) 4,300 4,334 4,340
Total number of ordinary shares at the reporting

date (millions) 4,321 4,321 4,361
Dividend per share (euro)® 0.70 0.70 0.78
Dividend per share (U.S. dollar)* 0.91 1.00 1.22

! Cash outflows for investments in intangible assets and property, plant and equipment in accordance with the statement of cash flows.

2 Calculated on the basis of the average number of employees for the year, excluding trainees, apprentices and student interns.

3 Dividends per share are presented on the basis of the year in respect of which they are declared, not the year in which they are paid.

4 Dividend amounts have been translated into U.S. dollars (using exchange rates published by the European Central Bank) for the
relevant dividend payment date, which occurred during the second quarter of the following year, except for the 2011 amount, which
has been translated using the applicable rate on December 30, 2011. As a result, the actual U.S. dollar amount at the time of payment
may vary from the amount shown here.

As of December 31,
2011 2010 2009
(billions of €)
Data from the Statement of Financial Position
Total assets 122.5 127.8 127.8
Total financial liabilities 48.3 50.5 51.2
Shareholders’ equity 39.9 43.0 41.9
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Summary of the Offering

The following summary contains basic information about the Notes and is not intended to be complete. It does
not contain all of the information that is important to you. For a more complete understanding of the Notes, please refer
to the section of this offering memorandum entitled ““Description of the Notes and Guarantees”.

Notes offered .................. $1,000,000,000 2.250% Notes due March 6, 2017.
$1,000,000,000 4.875% Notes due March 6, 2042.
| 3112 Deutsche Telekom International Finance B.V.
GUArantee .......ceeeeveneeeenes Deutsche Telekom will unconditionally and irrevocably guarantee to each holder of

the Notes the due and punctual payment of the principal and interest relating to the
Notes including any additional amounts described below. Each Guarantee will be a
direct unsubordinated unsecured obligation of Deutsche Telekom AG. The
Guarantee is described under “Description of the Notes and Guarantees —

Guarantees”.
Fiscal and Paying
Agency
Agreement ..........e.... The Notes will be issued under a fiscal and paying agency agreement (the

“Agreement”), among Deutsche Telekom, Finance and Deutsche Bank Trust
Company Americas, as fiscal agent. The Agreement is more fully described under
“Description of the Notes and Guarantees” and the form of fiscal and paying agency
agreement appears as Schedule A to this offering memorandum.

Date interest starts
F:TW0 1 11117 March 6, 2012.

ISSue Prices ...ceceeeucecenensees 99.437% of the principal amount of the 2017 Notes.
98.604% of the principal amount of the 2042 Notes.

Maturity dates................ March 6, 2017 for the 2017 Notes.
March 6, 2042 for the 2042 Notes.

Interest rates ........eceeee 2.250% per annum for the 2017 Notes.
4.875% per annum for the 2042 Notes.

Interest payment
date...cceerccsnencnsnsnses Every March 6 and September 6, beginning on September 6, 2012. If any payment
is due on a day that is not a business day, we will make the required payment on the
next succeeding business day, and no additional interest will accrue in respect of the
payment made on that next succeeding business day

Additional Amounts...... The Netherlands or Germany may require the Issuer or the Guarantor to withhold
amounts from payments on the principal or interest on the Notes or any amounts to
be paid under the Guarantees, as the case may be, for taxes or any other
governmental charges. If the relevant jurisdiction requires a withholding of this
type, the Issuer or the Guarantor, as the case may be, will, subject to some
exceptions (as more fully described below under “Description of the Notes and
Guarantees—Additional Amounts”), pay additional amounts in respect of those
payments of principal and interest so that the amount you receive after such taxes
and governmental charges will equal the amount that you would have received if no
such taxes and governmental charges had been applicable.

Optional Redemption..... The Issuer may redeem any series of Notes, in whole or in part, at any time. Upon
redemption, the Issuer will pay a redemption price equal to the greater of (i) 100%
of the principal amount of the relevant series of Notes plus accrued interest (and
Additional Amounts, if any) to the date of redemption or (ii) as determined by the
quotation agent, the sum of the present values of the remaining scheduled payments
of principal and interest (and Additional Amounts, if any) on the relevant series of
Notes (for the purpose of this calculation not including any portion of such
payments of interest accrued as of the date of redemption), plus, for the avoidance of
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Optional tax
redemption ................

Calculation of
interest .....ccceeeeeerennee

Business day .......cccceueueene

Securities codes ..............

Denomination.................

Regular record dates

for interest ......cccceeneee

Defeasance ......cccceeerreeenee

Ranking........cccceureueuenen.

Form of the Notes ..........

doubt, accrued interest (and Additional Amounts, if any) to the date of redemption.
The present values will be determined by discounting the remaining principal and
interest payments to the redemption date on a semi-annual basis (assuming a 360-
day year consisting of twelve 30-day months), using the adjusted treasury yield.

The Issuer will give notice to DTC of any redemption we propose to make at least
30 days, but not more than 60 days, before the redemption date. Notice by DTC to
participating institutions and by these participants to street name holders of indirect
interests in the series of debt securities will be made according to arrangements
among them and may be subject to statutory or regulatory requirements.

In the event of various tax law changes after the date of this offering memorandum
and other limited circumstances that would require the Issuer or the Guarantor to
pay Additional Amounts or deduct or withhold tax on any payment to the Issuer to
enable the Issuer to make any payments in relation to the Notes, subject to certain
exceptions, the Issuer (or, if applicable, the Guarantor) may redeem the Notes at any
time at its option, as a whole or in part, upon not less than 30 nor more than 60 days’
prior notice, at a redemption price equal to 100% of the principal amount of the
notes then outstanding plus accrued and unpaid interest (and all Additional
Amounts, if any) to (but excluding) the redemption date.

If interest is required to be calculated for any period less than a year, other than with
respect to regular semi-annual interest payments, it will be calculated based on a
360-day year consisting of twelve 30-day months.

A business day is each Monday, Tuesday, Wednesday, Thursday and Friday which
is not a day on which banking institutions in New York City generally are
authorized or obligated by law or executive order to close.

2017 Notes 2042 Notes
CUSIP (Rule 144A): 25156P AQ6 25156P AR4
CUSIP (Regulation S): N27915 AAQ N27915 ABS8
ISIN (Rule 144A): US25156PAQ63  US25156PAR47
ISIN (Regulation S): USN27915AA03  USN27915AB85
Common Code (Regulation S): 075396481 075396503

Minimum denominations of $150,000 and integral multiples of $1,000 in excess
thereof.

February 19 (or, in the case of a leap year, February 20) or August 22 immediately
preceding the relevant Interest Payment Date, whether or not such day is a business
day.

The Notes are subject to the provisions on defeasance that are described under
“Description of the Notes and Guarantees—Discharge and Defeasance” and
“Description of the Notes and Guarantees—Covenant Defeasance”.

The Notes and Guarantees are not secured by any property or assets of Finance or
Deutsche Telekom and will rank equally with all of their respective other unsecured
and unsubordinated indebtedness.

The Notes will initially be issued to investors in book-entry form only. Fully-
registered Global Notes (as defined herein) representing the total aggregate principal
amount of the Notes will be issued and registered in the name of a nominee for
DTC, the securities depositary for the Notes, for credit to accounts of direct or
indirect participants in DTC, including Euroclear and Clearstream. Unless and until
Notes in definitive certificated form are issued, the only Holder will be Cede & Co.,
as nominee of DTC, or the nominee of a successor depositary. Except as described
in this offering memorandum, a beneficial owner of any interest in a Global Note
will not be entitled to receive physical delivery of definitive Notes. Accordingly,
each beneficial owner of any interest in a global Note must rely on the procedures of
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DTC, Euroclear, Clearstream, or their participants, as applicable, to exercise any
rights under the Notes.

Governing law ................ The Notes, the Guarantees and the Agreement will be governed by, and construed in
accordance with, the laws of the State of New York.

Additional issues............ The Issuer may, from time to time, without notice to or the consent of the Holders,
create and issue additional notes, maturing on the same maturity date and having the
same terms and conditions as the previously outstanding Notes of that series (the
2017 Notes and 2042 Notes) in all respects (or in all respects except for the issue
date and the amount and the date of the first payment of interest thereon) in
accordance with applicable laws and regulations and pursuant to the Agreement
(including with respect to the Guarantor and the Guarantees). Additional notes
issued in this manner shall be consolidated with and form a single series with
previously outstanding Notes.

Fiscal agent, paying
agent, transfer

agent and
registrar ....c.ceceveseees Deutsche Bank Trust Company Americas.
NOLICES .evenrevenrcsusnsarnsases So long as any Notes are represented by a global note and such global note is held

on behalf of a clearing system, notices to the holders of Notes may be given by
delivery of the relevant notice to that clearing system for communication by it to
entitled accountholders (except that (i) if and for so long as the Notes are listed on
the Luxembourg Stock Exchange and the rules of that exchange so require, notices
shall also be published in a daily newspaper having general circulation in
Luxembourg, which is expected to be the Luxemburger Wort, and (ii) in the event
that the Notes are listed on any other stock exchange, notices shall also be given in
accordance with the rules of that stock exchange) or, if any such delivery is not
practicable, by publication in a leading English language daily newspaper having
general circulation in Europe. Any such notice will be deemed to have been given
on the date of first publication or, if published more than once or on different dates,
on the first date on which publication is made.

Listing and admission
to trading.......cccceue. The Issuer intends to apply to list the Notes on the Official List of the Luxembourg
Stock Exchange and admit the Notes to trading on the Regulated Market of the
Luxembourg Stock Exchange.
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RISK FACTORS

Before deciding to purchase the Notes, prospective investors should carefully review and consider the following
risk factors and the other information contained in this offering memorandum, in particular the information contained in
““Legal Proceedings™. The occurrence of one or more of these risks alone or in combination with other circumstances
may have a material adverse effect on our business, results of operations, financial condition and cash flows, and may
affect our ability to fulfill our obligations under the Notes and the Guarantees. The order in which the risks are presented
does not reflect the likelihood of their occurrence or the magnitude or significance of the individual risks. Investing in the
Notes could involve additional risks and uncertainties of which we may not currently be aware, or which we may
currently not consider material. An investment in the Notes is only suitable for investors experienced in financial matters
who are in a position to fully assess the risks relating to such an investment and who have sufficient financial means to
absorb any potential loss stemming therefrom. The following discussion contains a number of forward-looking
statements. Please refer to the ““Forward-Looking Statements™ discussion in this offering memorandum for cautionary
information.

Risks Related to our Business

A continuation or intensification of the economic downturn, a further intensification of the European
debt crisis, or an ongoing slowdown in consumer spending could adversely affect our customers’ purchases of our
products and services in each of our operating segments, which could have a negative impact on our operating
results and financial condition.

Our business is influenced by general economic conditions in Germany, Europe and the United States.
Continued exchange rate and financial market volatility, pressure on private consumption owing to high unemployment
in some countries and the dangers arising from high levels of national debt in many countries present risks to the
economy that could result in long periods of stagnation or economic contraction.

During 2011, global financial markets and economies experienced increasing stress, as reflected by high levels
of volatility and market uncertainty. The ongoing European sovereign debt crisis has evolved into a banking crisis and
crisis of confidence, constituting a significant risk to economic development in Europe and around the world, and is
having an increasing impact on our operations and businesses. A possible failure of negotiations between private-sector
creditors and Greece, increased market pressure on the public finances of Greece, Portugal, Ireland, Italy or Spain, or in
an extreme case the departure of one more countries from the Eurozone could lead to depressed economic activity and
increased currency and exchange risks, all of which would have an unpredictable effect on our businesses and operations.
We have a limited ability to effectively plan for or respond to the potential adverse effects from these risks.

In particular, this situation poses risks to our operations in some of our core countries. For example, consumers
and business customers could increasingly curtail their consumption of our services in an atmosphere of continued
economic distress and continued or increasing uncertainty. National austerity measures could also have further negative
effects on telecommunications consumption, caused by both reduced government demand and declines in disposable
income in the private sector. Our operating business also faces the risks of unannounced tax increases or special taxes,
particularly in our Southern and Eastern European markets. These developments could, in turn, negatively impact our
revenue development, including in the future growth areas on which we plan to focus, and jeopardize the attainment of
our growth targets, such as those relating to data services in mobile telecommunications, or those relating to broadband
products and services.

Macroeconomic conditions in Greece and the fiscal position of the Republic of Greece have deteriorated
markedly, and this has had and could continue to have an adverse effect on our business, results of operations,
financial condition and prospects.

The economy of Greece, where we have substantial operations through our subsidiary Hellenic
Telecommunications Organization S.A., or OTE, has deteriorated markedly mainly as a result of the deteriorating fiscal
position of the Republic of Greece and the fiscal austerity measures being adopted in response to the crisis. In addition,
Greece has experienced economic contraction since 2010 and unemployment has increased significantly. This situation
has resulted in a material reduction of disposable income across major parts of the Greek population, leading to a decline
in demand for our services, and our revenues from the broad public sector have decreased as well. OTE contributed EUR
3.5 billion or 6.0% of our net revenue in 2011, down from EUR 3.9 billion, or 6.2%, in 2010. The impact of deteriorating
macroeconomic conditions in Greece, reductions in disposable income and the recent and potential future developments
with respect to the fiscal position of the Republic of Greece may continue to have an adverse effect on our business and
results of operations.
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Because we operate in heavily regulated business environments, decisions that regulatory authorities
impose on us restrict flexibility in managing our business and may force us to offer services to competitors, or
reduce the prices we charge for our products and services, either of which could have a material negative impact
on our revenues, profits and market shares.

We are subject to strict regulation in all of our fixed-line and mobile markets in Europe and the United States.
Government agencies regularly intervene in the offerings and in the pricing of our fixed-line and mobile products and
services. Regulation can impede our ability to grow and to react to the initiatives of competitors and technological
change.

The 2009 reform package for the Regulatory Framework for Electronic Communications in the European Union
(“EU Framework”) is currently being implemented by Member States. While the new rules had to be transposed into the
national laws of the 27 Member States by May 2011, the majority of the Member States have failed to do so. Whether the
revised regulatory framework will increase or decrease the regulatory burden on us will depend on the manner in which
revised directives are subsequently implemented in the EU Member States, and how the revised regulatory framework
will be applied by the respective National Regulatory Authorities (“NRASs”). For example, the German
Telecommunications Act (Telekommunikationsgesetz) is being revised primarily to reflect the EU framework, revised to
encourage operators to invest in new high-speed networks and to include additional consumer protection regulations. The
legislative process is almost complete and the revised German Telecommunications Act is expected to be effective by
April 2012.

On September 20, 2010, the European Commission issued its Recommendation on regulated access to Next-
Generation Access Networks (“NGAs™), consisting of guidelines which NRAs must take into upmost account when
requiring market-dominant undertakings to grant network access. The aim is to harmonize regulatory requirements
throughout the European Union. The recommendation generally provides for remedies to be imposed on operators with
significant market power as well as obligations to provide access to physical infrastructure including on a wholesale
basis. Furthermore, in October 2011, the European Commission launched two public consultations related to access for
alternative operators to the fixed telephone and broadband networks of established operators. One consultation concerns
non-discriminatory access for alternative operators to the infrastructure and services of dominant telecom operators. The
second concerns the way national regulators calculate prices that operators have to pay for this wholesale access (cost-
orientation remedies). Depending on further developments, access regulations that apply to copper networks may also be
applied to new fiber networks, possibly affecting the extent and timing of our NGA build-out and causing a decrease in
our revenues.

The German telecommunications regulatory framework implemented by the Federal Network Agency
(Bundesnetzagentur) has a particularly significant impact on our domestic business. So far, we have been exempted from
regulation on the basis of a loss of significant market power in markets of relatively minor importance only, such as the
market for fixed-line international calls.

Additionally, since we are offering mobile and fixed-line triple-play services (triple-play includes high-speed
Internet access, communications services and entertainment offerings), media regulation may become increasingly
important to our business. This regulation might restrict our ability to provide media services, including the delivery of
content, and could also result in additional costs for technical implementation measures needed to comply with increased
regulation.

Mobile Telecommunications Operations

Regulatory authorities supervise our mobile telecommunications operations in the countries in which we
operate. We expect a tightening of regulatory control in the area of mobile telecommunications, with a further negative
effect on pricing and revenues, for example as a result of further reductions in international roaming charges for the
wholesale and retail voice market, international data and SMS roaming charges, call termination charges and possible
access regulation in some markets. In Europe, NRAs and various EU bodies have the power to regulate based on market
investigations or reviews.

With respect to international roaming charges, an EU-wide regulation, valid until June 2012, is presently in
place and — accompanied by transparency measures — sets price ceilings for retail voice, retail SMS and wholesale voice,
SMS and data tariffs. The European Commission is currently planning new measures to be implemented beyond 2012
with lower price ceilings supported by the slogan “roam like home”, an inclusion of retail data and structural measures to
foster competition. This expansion of existing regulation has an additional negative effect on our roaming revenues.

The regulation of mobile call termination charges in countries where we have mobile operations can have a
negative effect on revenues. Various reviews of call termination rates and court proceedings relating to regulatory
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measures are pending in several of those markets. The European Commission intends to further reduce termination rates
significantly and has therefore issued a recommendation that defines details for the calculation of termination rates by the
NRAs. The recommendation was adopted in May 2009 and has to be fully applied from 2013 at the latest. Any
reductions in termination rates may have an adverse effect on the profitability of our mobile telecommunications
operations in Europe.

The Federal Network Agency began a 900/1800 MHz consultation on November 22, 2011. The agency asked all
interested companies for their future spectrum needs in these two bands, which are currently part of the GSM licenses of
the four German mobile network operators. The Federal Network Agency intends to develop an overview by the end of
2013 of market needs in order to decide on the next steps for the future use of the 900/1800 MHz spectrum. The new
assignments will be effective from January 1, 2017. We submitted our reply prior to the deadline for responses.

Our operations in the United States are regulated primarily by the Federal Communications Commission
(“FCC”) and by various other federal, state and local governmental agencies. These governmental agencies may also
exercise jurisdiction over mobile telecommunications operators. The FCC is continually considering whether to establish
new rules and policies, many of which, if implemented, could impose significant costs and burdens on our business. The
most significant areas of concern include whether the FCC makes available additional spectrum for next generation
wireless offerings in a reasonable timeframe and ensures that existing spectrum holdings remain free and clear of any
radio interference.

The FCC passed a regulatory order for mobile and fixed-network broadband access for Internet services on
December 21, 2010. It is focused on ensuring transparency regarding network management practices, performance and
the commercial terms of broadband Internet access services, prohibiting the blocking of access to lawful content by
mobile and fixed-network broadband Internet access providers, and prohibiting unreasonable content discrimination by
providers of fixed-network broadband Internet access. In addition, the regulator is allowing use-dependent pricing and
requires that every provider of broadband Internet access manages its network sensibly in the future and protects it
against overloads and abuse.

In addition, many state and local governments regulate various aspects of wireless operations, affecting our
business practices and the carrier-customer relationship. In particular, consumer regulation at the federal or state level can
impact a variety of carrier practices in this area including, for example, early termination fees, trial periods, billing
practices and marketing. Any state or federal regulation could have a potentially adverse effect on our mobile
telecommunications business in the United States, as would any failure to comply with applicable regulations. Some U.S.
states have taken actions to regulate various aspects of wireless operations including customer billing, termination of
service arrangements and advertising. Any of those agencies could adopt regulations or take other actions that could
adversely affect our business. If we fail to comply with applicable regulations, we may be subject to sanctions, which
may have an adverse effect on our mobile telecommunications business in the United States.

Fixed-Network Operations

We believe that, for the foreseeable future, the Federal Network Agency is likely to consider us a provider with
significant market power in various German markets for public voice telephony services in the fixed-line network and in
other markets, including most of those in which we held monopoly rights in the past. Access and price regulation apply
primarily to telecommunications services that are considered to involve an operator with “significant market power”. As
a result, we expect that the strict regulatory provisions of the German Telecommunications Act relating to providers with
significant market power will continue to be applied to our activities in those markets. Considering that in many markets
our competitors are unlikely to gain significant market power in the near future, we expect that we will have to compete
in important markets with providers not subject to these regulatory obligations. Therefore, these competitors may be
expected to have more flexibility than we have in terms of the types of services offered and customers served, pricing and
the granting of network access.

The Federal Network Agency has issued two decisions concerning the regulation of NGAs. On September 17,
2010, the Federal Network Agency decided that very high-speed digital subscriber line (“VDSL”) and fiber to the home
(“FTTH”) access forms part of the regulated wholesale regime for digital subscriber lines (“DSL”). Ethernet based
bitstream access will also be subject to regulation. In order to implement the decision, we must submit an amended
reference offer. Related tariffs will be subject to ex-post price controls. In September 2010, the Federal Network Agency
also published a draft decision concerning access to the local loop. This draft confirms the existing scope of our
obligations but in addition foresees the expansion of regulation to include pure fiber-optic access to unbundled local
loops (“ULLs”). FTTH wholesale products will be subject to ex-post price controls. On October 3, 2011, the European
Commission launched a consultation on cost methodologies for access networks. The concept favored by the
Commission is that the regulated wholesale prices based on copper networks should be reduced if the regulated company
does not invest in FTTH. The extension of the scope of our obligations will make it easier for competitors to offer
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products at our expense, which could have a negative impact on our revenue and results of operations. The final decision
will be published after this consultation is completed.

The Federal Network Agency approves rates for ULL lines for a duration of two years. The current rates are
valid until June 30, 2013. The level of the ULL rate is a decisive factor in the profitability of our nationwide
infrastructure in Germany. It also generates incentives and disincentives for the further expansion of broadband,
particularly the roll-out of new fiber-optic networks.

We are involved in a number of pending legal proceedings regarding decisions of the Federal Network Agency
that concern access charges relating to the local loop. The Federal Network Agency’s rulings on the ULL monthly
charges from 1999 and on the ULL one-time charges from 2001 and 2002 have been revoked with final and binding
effect. The Federal Network Agency must now decide again on these charges. The Federal Administrative Court has not
formally stipulated preliminary rates with which the Federal Network Agency has to agree, so it is generally not clear
whether and to what extent rates will be changed. On November 23, 2011, the Federal Administrative Court decided that
the Federal Network Agency should have some scope for discretion in determining the cost basis and may continue to set
ULL rates on the basis of current costs. The Federal Network Agency approved new one-time ULL rates for the period
April 2002 through June 2003 in its decision dated January 19, 2011. Compared with the decision in 2002, the rates were
reduced by between 3% and 8% for the most important rates, which relate to the provision of customer data to providers
of telephone directory inquiry services and takeovers of existing lines, and between 11% and 15% for termination rates.
The rates decision applied only for plaintiffs who prevailed in the court case. This is because, under the German
Telecommunications Act in its 2002 version, the rates only applied to individual agreements.

Our fixed-line subsidiaries in Southern and Eastern Europe are subject to regulatory provisions and risks that are
similar to those affecting our fixed-line operations in Germany. For example, we are designated an operator with
significant market power in most fixed-line markets in which we operate, including in Hungary, Slovakia, Croatia and
Greece. The business impact of increased regulation on our subsidiaries in Southern and Eastern Europe will depend on
the way in which NRAS use their powers, and the extent to which our competitors take advantage of regulatory decisions
designed to foster increased competition.

In Greece, risk exists in the area of infrastructure roll-out, including VDSL and FTTX (a broadband network
architecture that uses optical fiber as all or part of the local loop). The Greek government announced an initiative to
support a passive optical network across Greece that would provide open access to all fixed-network providers and, as a
result, increase competition. The impact of this development on OTE and the related financial risk to us cannot be
quantified at this point.

The revised Telecommunications Act includes a new article (§ 41a para. 1 of the German Telecommunications
Act, “TKG”) that applies to all telecommunications-network providers and grants the Federal Network Agency the
authority to impose an ordinance specifying general requirements for non-discriminatory data traffic and non-
discriminatory access to content and applications. The German government has discretion to issue such an ordinance,
which will depend on ongoing public discussions on net neutrality as well as the actual developments in the market. The
Federal Network Agency has not to date promulgated any regulations regarding net neutrality issued by the Federal
Network Agency. However, new regulations (8 41a para. 2 TKG) allow the Federal Network Agency to define a
minimum requirement of service quality through technical guidelines, which might hinder the introduction of new
services. The Federal Network Agency has discretion to issue such technical guidelines.

For further information regarding the matters discussed above and other aspects of the regulatory environments
to which our businesses are subject, see “Description of Our Business—Markets and Regulation” and “Legal
Proceedings”.

We face intense competition in all areas of our business, which could lead to reduced prices for our
products and services and a decrease in market share in certain service areas, thereby adversely affecting our
revenues and net profit.

Germany
In Germany, fixed-line network voice telephony service revenues and prices have continued to decline,
primarily due to intense competition and adverse decisions imposed by the NRAs, and also due to customers’ ongoing
substitution of mobile telecommunications and Voice over Internet Protocol (“VolP”) services for fixed-line usage.
Due to competitive pressures from cable operators and fixed-line carriers, we continued to lose market share in

2011. We expect a further increase in competition from cable operators, which are able to provide telecommunications
services without having to build out their own network or lease access to our network. In the fixed-network broadband
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market, we have observed increasing shares of cable network operators among new customers. These operators are,
unlike us, able to provide private homes and smaller companies throughout Germany with telecommunications products
that require them neither to build out their own networks nor to lease unbundled local loop lines from us.

Competitive pressure is also increasing from competitors that have traditionally operated outside the
telecommunications sector, such as major consumer electronics companies and Internet service providers. Furthermore,
the switch of mobile operators’ focus from pure mobile services towards fixed-line offerings, regulatory actions by the
Federal Network Agency and the increasing quality and acceptance of VolIP services will increase pressure on our market
shares, revenues and margins.

Additional local and regional network operators are expanding their presence to include other major cities and
regions. In the future, we could face even fiercer competition and lose further market share if our competitors were to
combine their businesses.

Existing mobile substitution effects are intensified by the proliferation of Mobile Virtual Network Operators
(“MVNOs”). Reduced prices for mobile telecommunications services (e.g., on the basis of lower flat rates without call-
based charges and regulatory decisions regarding mobile telephony termination rates) could further increase pricing
pressure on our fixed-line services. Furthermore, mobile operators are increasingly engaging in reselling DSL product
bundles provided by other fixed-line operators, and this continues to have an adverse effect on our fixed-line network
revenues.

The German markets for Internet access and portal services, especially within the broadband market, have been,
and will continue to be, highly competitive and are increasingly saturated. Prices for broadband flat rates have been
steadily declining. Our future competitive position in the broadband/fixed-network business in Germany will be affected
by pricing, network speed and reliability, services offered, customer support and our ability to be technologically adept
and innovative. The regulatory environment can also exert a significant influence on the level of competition. We expect
that our competitors will continue to pursue new broadband customers aggressively. In the market for portal services and
content, competition is also intense due to low barriers to entry. In addition, a weaker economy may increase pressure on
our revenues and margins in these markets. Furthermore, regulatory decisions have required us to offer to our
competitors an IP bitstream access product, which enables our competitors to expand their operations throughout
Germany without building their own infrastructure.

Part of the challenge in the fixed-network business in Germany continues to be the improvement of our
reputation for customer service while implementing cost-saving measures. If we do not continue to improve our customer
service sustainably, there is a risk that we might not stop our overall continuing loss of fixed-network customers in the
German market.

Competition in the German mobile telecommunications segment with established players such as VVodafone, E-
Plus and O is intense and can be expected to increase further in the future. Growing competition is also fostered by
resellers and “no-frills” operators, offering discount rates without significant minimum-contract term obligations. With
our “Congstar” brand, we also participate in this market.

In terms of the mobile share of “total telecommunications minutes”, Germany consistently lags behind the
European average. Although the number of “mobile minutes” is still growing in Germany, the respective growth rates
have declined constantly since 2008. This makes it more difficult to compensate for price declines by higher usage.

As the German market for mobile telecommunications has become increasingly saturated, the focus of
competition has been shifting from customer acquisition to customer retention, and increasing the quality and value of
existing customers. Accordingly, if we are unable to offer increased quality and better value to our customers, our market
share and revenues may not grow as we have anticipated in our plans.

Europe

Competition in the European mobile telecommunications markets run by our Europe operating segment is
intense and can be expected to increase in the future. In addition to facing intense competition, our Southern and Eastern
European companies face difficult economic conditions. Growing competition results, to a different extent in each
regional market, from the market entry of alternative carriers (such as cable TV operators) or low cost carriers (such as
MVNOs), technology shifts (such as IP-based telecommunications networks) and from market consolidation.

If prices for mobile telecommunications services continue to decline through competition and/or regulation

more than anticipated and this decline is not compensated for by higher usage, planned objectives may not be achieved.
In addition, mobile network operators’” expansion of product offerings into the fixed-line sector may result in a
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competitive disadvantage for our mobile telecommunications operations in countries in which we offer only mobile
communications services. Moreover, technologies such as W-LAN, WiMax and VVolP, which can be used with existing
hardware and platforms, could drive voice and data traffic from mobile networks, which could lead to significant price
and revenue reductions.

Demand for telecommunications services is still being affected by unemployment, government austerity
packages and tax increases. In particular, as a result of the European sovereign debt crisis, the economies of the Eurozone
face the potential of continued economic stagnation and contraction. The economic prospects of the countries most
affected by the crisis, particularly Greece, are highly uncertain. In addition, European countries outside the Eurozone,
such as Croatia, Hungary and Romania, continue to be affected by the crisis and face economic uncertainty. Any public
fiscal measures taken in response to the situation may have an adverse effect on our results. For example, in Hungary, the
government approved an act imposing a special telecommunications tax, levied on annual net sales based on electronic
telecommunications services.

As European markets have become increasingly saturated, the focus of competition has been shifting from
customer acquisition to customer retention, and increasing the quality and value of existing customers. Accordingly, if
we are unable to offer increased quality and better value to our customers, our market share and revenues may not grow
as we have anticipated in our plans.

United States

In the United States, each of T-Mobile USA’s three main national competitors — AT&T, Verizon Wireless and
Sprint/Nextel — is significantly larger than T-Mobile USA. Their scale could afford them significant structural and
competitive advantages in this market. This situation presents T-Mobile USA with a long-term challenge to compete
effectively in terms of pricing, products, coverage and the introduction of new technologies and services. For example, in
2011, all three of T-Mobile USA’s major competitors introduced the iPhone 4S, which is not currently offered by T-
Mobile USA. Also, AT&T and Verizon continue to be better positioned to leverage economies of scale with regard to
capital investments and marketing messages. Intense competition from various regional and other small national
operators also exists in T-Mobile USA’s markets. Some of these competitors operate using alternative business models
that have the potential to negatively affect T-Mobile USA’s ability to attract and retain customers, such as low-cost
unlimited prepaid offerings from regional carriers Leap Wireless, MetroPCS and Boost Mobile.

In addition to traditional competitors, the entrance and influence of manufacturers, service providers, cable
providers and other new market participants, could put further pressure on the wireless industry in general and T-Mobile
USA in particular.

The incumbent wireless industry is experiencing disruptive innovation on many fronts. For example, Apple
transformed the device market with the launch of the iPhone, Clearwire hopes to transform the market with fixed mobile
convergence and Google introduced its open-source Android operating system in 2008. While smartphone use is
expected to continue to grow, tablet sales have gained traction. Rapid penetration of smartphones and tablets will require
carriers to invest in device subsidization and network improvements.

Despite the continued difficult economic context, the wireless industry is faring better than many industries
(wireless spending is becoming less discretionary in the U.S.), but the industry is not immune from the cost-reduction
efforts of consumers and changes in consumer creditworthiness. As the overall drop in customer growth intensifies, and
price competition for contract customers becomes greater, comprehensive coverage and quality as well as attractive
“smartphone” offerings will be key to T-Mobile USA’s sustained commercial success. Further, adequate access to
additional spectrum is essential for sustaining the 4G deployment as well as to service the projected exponential growth
in data consumption. For T-Mobile USA and the market as a whole, there will continue to be considerable pressure
toward consolidation.

Since T-Mobile USA is a significant contributor to our overall revenues, a further slowdown or decline in the
business of T-Mobile USA could have a material adverse effect on the attainment of the growth targets and profitability
of our Group as a whole in 2012.

Systems Solutions

Our Systems Solutions business is subject to risks associated with the general and regional economies of its
customers and the willingness and ability of its customers to invest in information and communications technology
services and products. The Information and Communications Technology (“ICT”) market is shaped by long sales cycles,
severe competition and declining prices. The result is downward pressure on revenues and margins, which has been
exacerbated by the global economic crisis.
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The ICT market in our Systems Solutions operating segment is also experiencing intense competition, falling
prices, restraint in the awarding of projects, and long sales cycles. Intense cost pressure in the private sector and
particularly in the public sector means that the balance between differentiation (softening of price competition) and
standardization (cost cutting) remains critical. This creates a potential risk of revenue losses and declining margins for T-
Systems.

Depending on the economic development and their impact on our customers in 2012, T-Systems will continue to
be affected. For example, cost-cutting programs and postponement or cancellation of investments of our customers can
have a negative impact on T-Systems’ revenues and margins. In this business environment, further cost reductions will
force T-Systems to rely on the development of lower cost near- and off shore capacities in both IT Outsourcing and the
System Integration business.

In addition, the international growth potential of T-Systems may be constrained by its limited brand recognition
in some national markets, at least compared to that of competitors who may be more established there, particularly as this
relates to maintaining and increasing business with multinational companies outside of Germany. Additionally the
relatively small size of some international T-Systems units may require expensive additional management resources from
Germany.

If T-Systems’ focus on multinational customers and its service offerings, such as dynamic services or cloud
computing are not successful, T-Systems may lose market share to its competitors, suffer reduced revenues and incur
losses.

For more information, see “Description of Our Business” and “Development of Our Business”.

We may realize neither the expected level of demand for our products and services, nor the expected level
or timing of revenues generated by those products and services, as a result of lack of market acceptance,
technological change or delays from suppliers, which could adversely affect our cash flows.

There is a risk that we will not succeed in making customers sufficiently aware of existing and future value-
added services or in creating customer acceptance of these services at the prices we would want to charge. In addition,
market acceptance for these new products and services could be negatively affected by an unwillingness to pay for
additional features. There is also a risk that we will not identify trends correctly, or that we will not be able to bring new
services to market as quickly or price-competitively as our competitors. These risks exist, in particular, with respect to
our anticipated future growth drivers in the mobile telecommunications area, such as mobile data services or other
advanced technologies (which are supported by advanced “smartphone” products), and in the fixed-line
telecommunications area, such as triple-play services, which include telephone, Internet and television services. Ever-
shorter innovation cycles in these advanced technologies confront the telecommunications sector with the challenge of
introducing new products at increasingly shorter intervals.

Further, as a result of rapid technological progress, and the trend towards technological convergence, there is a
danger that new and established information and telecommunications technologies or products may not only fail to
complement one another, but in some cases may even substitute for one another. An example of this is VolP, a
technology that is already established in the business customer market. VolIP has now reached the consumer market as
well and, as a technology that competes directly with traditional fixed-line telephony services, VoIP has the potential to
reduce further our market share and revenues in our fixed-line business. The introduction of mobile handsets with VoIP
functionality may also adversely affect our pricing structures and market share in our mobile voice telephony business. If
we do not appropriately anticipate the demand for new technologies, and adapt our strategies and cost structures
accordingly, we may be unable to compete effectively, with the result that our business activities, financial condition and
results may suffer.

Some of our investments (such as in new spectrum licenses) to develop future products and services may
involve substantial cash outlays with no certainty of market acceptance or regulatory non-interference with
license requirements.

There is a risk that the return on our investments, in particular in new spectrum licenses and network
infrastructure (e.g., for 4G services), may negatively deviate from our plans. In addition to the negative impact on our
cash flows, this could result in significant write-downs of the value of spectrum or other licenses or other network-related
investments.

Should we face a continuously deteriorating economic climate, we may decide, or be required, to scale back
capital expenditures. We believe that we have flexibility in terms of the amount and timing of our capital expenditure
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program, but a lasting reduction in capital expenditure levels below certain thresholds could affect our future growth, in
particular in our mobile operations.

Failure to achieve our planned reduction and restructuring of personnel or our human resources-related
cost-savings goals could negatively affect our reputation and the achievement of our financial objectives and
profitability.

Staff restructuring within the Group in Germany continued in a socially responsible manner in 2011. It was
implemented essentially by means of voluntary redundancies, partial and early retirement, and employment opportunities
for civil servants and employees offered by Vivento, especially in the public sector. We intend to continue to restructure
our workforce as required. If it is not possible to implement the corresponding measures to the extent planned or at all,
this may have negative effects on our financial targets and profitability as well as our reputation.

The successful realization of any staff reduction program depends on a range of factors that are beyond our
control, such as general developments in the labor market, the demand for our retrained labor force and the level of
acceptance of the various severance offers and other voluntary reduction measures. If planned staff reduction targets are
not achieved, this would have a negative effect on our operating expenses and profitability.

As a result of dispositions of certain non-core businesses in Germany, there is an increased risk of return
of civil servants transferred out of the Group, which could have a negative impact on our staff and cost reduction
objectives.

Our employees who have civil servant status can, based on German civil service law, only be completely
transferred to the buyer of a business from us in exceptional cases. Therefore, as a general matter, such transferred civil
servants are placed on leave of absence while employed with the transferred business unit. Accordingly, in the event of
termination of employment with the transferred business unit, there is a risk that such civil servants will return to the
Group. There are currently around 2,850 civil servants that can avail themselves of this right of return to the Group. If all
of these civil servants were to return to us in 2012, the additional personnel costs would be approximately EUR 0.2
billion per year. This risk of return can be reduced by an agreement on compensation payments, but it cannot be
completely eliminated.

If further Group units employing civil servants are disposed of, the risk of additional civil servants returning
after the end of their temporary leave may again increase. For further information regarding general human resources-
related matters, see “Directors, Senior Management and Employees”.

Alleged health risks of wireless communications devices have led to litigation affecting markets with our
mobile telecommunications operations subsidiaries, and could lead to decreased wireless communications usage or
increased difficulty in obtaining sites for base stations and, as a result, adversely affect the financial condition and
results of operations of our wireless services business.

Media reports have suggested that radio frequency emissions from wireless mobile devices and cell sites may
raise various health concerns, including cancer, and may interfere with various electronic medical devices, including
hearing aids and pacemakers. Research and studies are ongoing. The World Health Organization has declared that, on the
basis of current scientific knowledge, there are no known adverse effects on health from emissions at levels below
internationally recognized health and safety standards. However, we cannot provide assurance that research in the future
will not establish links between radio frequency emissions and health risks.

Whether or not such research or studies conclude there is a link between radio frequency emissions and health,
popular concerns about radio frequency emissions may discourage the use of wireless devices and may result in
significant restrictions on the location and operation of cell sites by our mobile telecommunications subsidiaries and the
usage of our wireless devices, telephones or products using wireless technology. Such restrictions on use could have
material adverse effects on our results of operations.

Together with wireless telephone manufacturers, T-Mobile USA and other wireless service operators are subject
to several individual lawsuits asserting product liability, breach of warranty and other claims relating to radio frequency
transmissions to and from wireless mobile devices. The complaints seek substantial monetary damages as well as
injunctive relief. T-Mobile intends to vigorously defend these cases. We do not know whether legislators, regulators or
private litigants will refrain from taking other actions adverse to us, based on the purported health-related risks associated
with radio frequency emissions. Any such litigation, legislation or adverse actions may result in additional costs and loss
of revenues in our mobile communications businesses. For more information, see “Legal Proceedings”.
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We regularly engage in large-scale programs to reshape our information technology (IT) and network
infrastructure to adapt to changing customer needs and organizational and accounting requirements. The
implementation of any of these programs may require substantial investments and a failure to effectively plan and
monitor them could lead to misallocations of resources and impaired processes with negative consequences for our
operations.

Our IT and network resources and infrastructure represents our organizational and technical backbone. This
infrastructure is the basis for innovative telecommunications products and services that we offer or plan to offer in the
future. We have implemented comprehensive programs since 2010 to adapt our IT systems and infrastructure to changing
customer needs and our new organizational structure resulting from the consolidation of our fixed-line and mobile
networks in Germany. We are replacing the various architectures, access types and services with a standardized
architecture. Risks could arise in this area relating to all IT systems and products that require Internet access. For
example, faults between newly developed and existing IT systems could cause interruptions to business processes and
products, such as smartphones and our comprehensive triple-play offering in Germany, Entertain.

Due to the enormous complexity of the implementation of this IT initiative, malfunctions, connectivity issues,
implementation delays, inadequate planning and management and other unforeseen problems could result in costly
process impairments and remediation, and possible extended down-times of IT processes. These problems could result in
revenue losses and may frustrate the attainment of our goals in terms of cost savings and quality improvements.

In addition, one of our most important IT programs deals with the long-term development and implementation
of a comprehensive IP platform that will support both fixed-line and mobile telephony services. This means that the
traditional platform will be completely replaced by an IP-based system. Upon implementing this joint IP platform, we
will be subject to risks inherent in all IT systems connected to the Internet, such as hacker attacks, “spam calls” and other
disruptions. These risks could lead to a temporary interruption of our IT resources and, as a result, impair the
performance of our technical infrastructure.

In addition, we may be required to make substantial IT infrastructure investments in response to new accounting
standards, such the new IFRS recognition rule, scheduled to be released in 2012.

System failures due to natural or man-made disruptions and loss of data could result in reduced user
traffic and reduced revenues and could harm our reputation and results.

Our technical infrastructure (including our network infrastructure for fixed-line network services and mobile
telecommunications services) and data may be damaged or disrupted by fire, lightning, flooding and other calamities,
technology failures, human error, terrorist attacks, hacker attacks and malicious actions (e.g., theft or misuse of customer
data), and other similar events. We attempt to mitigate these risks by employing a large number of measures, including a
comprehensive monitoring of our telecommunications networks, backup systems and protective systems such as
firewalls, virus scanners, and building security. In addition, we have implemented a global business continuity
management system at our corporate headquarters. We cannot, however, be certain that these measures will be effective
under all circumstances, and that disruptions or damages will not occur. Disruption or damage to our infrastructure may
result in reduced user traffic and revenues, increased costs, and damage to our reputation.

Shortcomings in our supply and procurement process could negatively affect our product portfolio,
revenues and profits.

As a fully integrated ICT service provider, we cooperate with a wide range of different suppliers for technical
components and assemblies, as well as for software and other goods and information important to the conduct of our
business. Although we do not believe that we are materially dependent on any single supplier, our contractors may want
to extend delivery times, raise prices and limit supply due to their own shortages or changing business and product
strategies. Furthermore, our vendors may be subject to litigation with respect to technology that is important for the
conduct of our business. Especially in times of economic turmoil, supply chains, credit access and financial stability of
our vendors may be negatively affected, which could disturb our commercial relationship with them.

If our commercial partners fail to deliver quality products and services in a timely manner, the ensuing
disruptions in our chain of supply could negatively affect our product portfolio, cost structure, revenues and profits. We
take a variety of measures to shelter ourselves from these risks, but we cannot be sure that these measures will be
effective under all circumstances.
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We are continuously involved in disputes and litigation with regulators, competition authorities,
competitors and other parties. The ultimate outcome of such legal proceedings is generally uncertain. When
finally concluded, they may have a material adverse effect on our results of operations and financial condition.

We are subject to numerous risks relating to legal and regulatory proceedings, in which we are currently a party
or which could develop in the future. Litigation and regulatory proceedings, including patent infringement lawsuits, are
inherently unpredictable. Legal or regulatory proceedings in which we are or come to be involved (or settlements thereof)
may have a material adverse effect on our results of operations or financial condition. For information concerning some
of the litigation in which we are involved, including with respect to Toll Collect, see “Legal Proceedings”. For
information concerning our regulatory environment, see “Description of Our Business—Markets and Regulation”.

Exchange-rate, interest-rate and rating risks have had, and may continue to have, an adverse effect on
our revenue and cost development.

We are exposed to currency risks related to our international business activities. Generally, our Central Treasury
hedges currency risks that may have an impact on our cash flows (known as a transaction risk), although there can be no
guarantee that our hedging strategies will succeed. Currency risks may have a negative impact on our results of
operations when amounts in local currencies are translated into euros, particularly in connection with U.S. dollar- and
pound sterling-denominated results.

We are also exposed to interest-rate risks, primarily in the euro and U.S. dollar currencies. Interest-rate risks
arise as a result of fluctuations in interest rates affecting the level of interest payments due on indebtedness at variable
rates in each of these currencies. Once per year, our Management Board specifies ratios of fixed and variable debt in
these two currencies. Our Central Treasury then takes measures, using derivative instruments and other measures, to
implement the interest-risk management decisions of the Management Board.

A decrease in our credit ratings below certain thresholds by various rating agencies would result in an increase
in the interest rates on certain of our bonds and medium-term notes due to step-up provisions and could raise the cost of
our debt refinancing activities generally. For more information, see “Development of Our Business — Condensed
consolidated statement of cash flows and reconciliation of free cash flow—Step-Up Provisions”.

Potential breaches of compliance requirements or the identification of material weaknesses in our
internal control over financial reporting may have an adverse impact on our corporate reputation, financial
condition and the trading price of our securities.

In general, compliance requirements for publicly-traded companies and, in particular, the investigation of
potential breaches and corporate misconduct are increasing and leading to major financial implications for the companies
concerned. At the same time, the legal framework governing the monitoring of companies is becoming more
comprehensive, which increases the liability risks for executive bodies and associated costs.

While we believe that we have established an appropriate compliance organization to detect, assess, reduce and
manage these risks, the global and diverse nature of our operations means that these risks and their related consequences
will continue to exist. Although we intend to take prompt measures to remediate any identified shortcomings in our
internal controls over financial reporting, activities of this kind may involve significant effort and expense, and disclosure
of any failures, material weakness or other conditions, may result in a deterioration of our corporate image and negative
market reactions.

Risks Related to the Notes

Our credit ratings may not reflect all risks of an investment in the Notes.

The credit ratings ascribed to us and our outstanding debt securities are intended to reflect our ability to meet the
payment obligations under our outstanding debt securities, and may not reflect the potential impact of all risks related to
structure and other factors on the value of our outstanding debt securities or the Notes. In addition, actual or anticipated
changes in our credit ratings will generally affect the market value of debt securities we have issued.

Many factors may adversely affect the trading market, value or yield of the Notes.

There may not be any trading market for the Notes and factors beyond our creditworthiness may affect the
trading market for and value of the Notes.
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We cannot assure you that a trading market for the Notes will develop or be maintained. We intend to apply to list
the Notes on the regulated market of the Luxembourg Stock Exchange, but a listing on a stock exchange or other trading
market does not imply that a trading market will develop or continue. If we are unable to list the Notes pricing information
for them may be more difficult to obtain, which may make them less liquid.

In addition to our own creditworthiness, many other factors may affect the trading market for, and market value
of, the Notes. These factors include:

o the method of calculating principal, premium and interest;
e the time remaining to the maturity;

o the outstanding amount of our debt securities — our debt covenants and fiscal agency agreements for our
debt securities do not limit the amount of debt securities we may issue or guarantee;

e redemption or repayment features; and

the level, direction and volatility of market interest rates generally.

In addition, if you decide to sell the Notes, there may be a limited number of buyers (if any) or there may be a
surplus of debt securities of other issuers available with similar credit, maturity and other structural characteristics. This
may affect the price you receive for the Notes or your ability to sell them at all. You should not purchase the Notes unless
you understand and know you can bear the related investment risks.

Redemption may adversely affect your return on our debt securities.

The Notes are, or may become, redeemable at our option and we may choose to redeem them at times when
prevailing market interest rates are lower than the interest rates on the Notes. In addition, the Notes are subject to
mandatory redemption and we may be required to redeem them at times when prevailing interest rates are relatively low.
As a result, you may not be able to reinvest the redemption proceeds in a comparable security at an effective interest rate
as high as that of the Notes. Our redemption right may also adversely affect your ability to sell the Notes as their
redemption date approaches.

Deutsche Telekom’s business development is dependent on its subsidiaries’ operating results and, as a
result, the inability of Deutsche Telekom’s subsidiaries to transfer sufficient profits or pay sufficient dividends
could prevent Deutsche Telekom from meeting its obligations. In addition, direct creditors of Deutsche Telekom’s
subsidiaries will generally have superior claims to cash flows from those subsidiaries.

Almost all of the Group’s net revenue is generated by Deutsche Telekom’s subsidiaries and the vast majority of
Deutsche Telekom’s assets are its investments in its subsidiaries. Deutsche Telekom depends upon earnings and cash
flows from its subsidiaries to meet its obligations under its debt securities, including the Notes. Certain subsidiaries of
Deutsche Telekom are or may be subject to contractual restrictions or regulatory requirements that would limit their
ability to pay dividends. Furthermore, insofar as Deutsche Telekom acts as a lender to subsidiaries in which there are
third-party shareholders, it may face conflicts of interest in its capacities as lender and shareholder, and may indirectly
benefit shareholders who do not participate in extending such financing.

In addition, Deutsche Telekom has the ability to restructure its remaining operations to cause operating assets
currently held directly by Deutsche Telekom to be held by one or more subsidiaries. For example, in the past, Deutsche
Telekom transferred its fixed-line operations in Germany into a wholly-owned subsidiary, Telekom Deutschland GmbH.
Because the creditors of any subsidiary of Deutsche Telekom would generally have a right to receive payment that comes
before the parent company’s right to receive payment from the assets of that subsidiary, holders of the Notes will be
effectively subordinated to creditors of those subsidiaries insofar as cash flows from those subsidiaries are relevant to
servicing Deutsche Telekom’s debt securities. The Agreement does not limit the amount of liabilities that Deutsche
Telekom or its subsidiaries may incur.

The Notes do not contain financial covenants, change in control provisions or similar limitations on our
flexibility.

The Agreement does not contain any covenants or other provisions designed to protect holders of the Notes
against a reduction in the creditworthiness of Deutsche Telekom or Finance. It also generally does not contain covenants
or other provisions that would prohibit us from increasing our indebtedness or prohibit us or our affiliates from engaging
in other transactions that might adversely affect holders of the Notes, including transactions involving a change in control
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over the relevant issuer or the guarantor or a business combination, acquisition or divestiture. We may at any time be
engaged in discussions concerning, or otherwise acting in furtherance of, such transactions, which may be material.

The Notes will be subject to specific restrictions on transfer.

The Notes are being offered in reliance upon an exemption from registration under the Securities Act and
applicable state securities laws of the United States. As such, the Notes may be transferred or resold only in a transaction
registered under or exempt from the Securities Act and applicable U.S. state securities laws. These restrictions on transfer
may have a material adverse effect on the ability of any holder of the Notes to transfer such Notes.

Investors may experience difficulties in enforcing civil liabilities.

Deutsche Telekom AG is incorporated in Germany and Finance is organized in The Netherlands. The majority
of their directors and management (and certain of the parties named in this document) reside outside the United States,
and all, or a substantial portion of, Deutsche Telekom AG’s, Finance’s and such persons’ assets are located outside the
United States. As a result, it may not be possible for investors to effect service of process upon Deutsche Telekom AG,
Finance or such persons within the United States, or to enforce against Deutsche Telekom AG, Finance or such persons
in the United States judgments obtained in the U.S. courts, including judgments predicated upon the civil liability
provisions of the federal securities laws of the United States.

Corporate Disclosure in Germany may differ from that in the United States.

There may be less publicly available information about German public companies, such as Deutsche Telekom,
than is regularly made available by public companies in the United States and in other jurisdictions. In 2010, we delisted
our American Depositary Shares from the New York Stock Exchange and deregistered with the U.S. Securities and
Exchange Commission (“SEC”) all of our securities, including our equity securities and all classes of debt securities
issued by Finance and guaranteed by Deutsche Telekom. Finance also deregistered all classes of its securities with the
SEC.
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USE OF PROCEEDS
We estimate the net proceeds from the sale of the Notes to be approximately $1,972,960,000 after deducting

from the gross proceeds underwriting commissions and other expenses of the offering payable by us. We intend that the
net proceeds will be on-lent by the Issuer to Group companies and used for general corporate purposes.
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CAPITALIZATION AND INDEBTEDNESS
Deutsche Telekom AG

The following table sets forth, on a consolidated basis, the cash and cash equivalents, current financial liabilities,
non-current financial liabilities, shareholders’ equity and capitalization of Deutsche Telekom and its consolidated
subsidiaries in accordance with IFRS, as adopted for use in the EU by the European Commission, as at December 31,
2011 and as adjusted to reflect the proposed sale of the Notes in this offering.

At December 31, 2011
Actual As adjusted
(millions of €)
(Unaudited)

Cash and cash equivalents 3,749 5,2204
Current financial liabilities

Bonds 5,266 5,266

Liabilities to banks 1,562 1,562

Lease liabilities 159 159

Promissory notes 10 10
Total current financial liabilities' 6,997 6,997
Non-current financial liabilities

Bonds 30,962 32,433

Liabilities to banks 3,354 3,354

Lease liabilities 1,726 1,726

Promissory notes 1,178 1,178
Total non-current financial liabilities®>* 37,220 38,691
Shareholders’ equity:

Issued capital 11,063 11,063

Capital reserves 51,504 51,504

Other shareholders equity (22,626) (22,626)
Total shareholders’ equity 39,941 39,941
Total capitalization 77,161 78,632

All current and non-current financial liabilities are unsecured.

In accordance with Postreform 11 (§ 2 (4) of the Post Transformation Act - Postumwandlungsgesetz), the Federal Republic is
guarantor of all of Deutsche Telekom’s liabilities which were outstanding at January 1, 1995. At December 31, 2011, this figure
was a nominal EUR 2.0 billion.

Subsequent to December 31, 2011, Finance issued medium-term notes amounting to EUR 80 million.

4 The Euro equivalent of the Notes offered hereby is based on a U.S. dollar/Euro exchange rate of USD 1.3412 = EUR 1.00 as of
February 24, 2012, as published by the European Central Bank.

Except as disclosed in this offering memorandum, there has been no material change in the capitalization of
Deutsche Telekom since December 31, 2011.
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Deutsche Telekom International Finance B.V.

The following table shows the capitalization of Finance in accordance with IFRS, as adopted for use in the EU
by the European Commission, as at December 31, 2011 and as adjusted to reflect the proposed sale of the Notes in this
offering.

At December 31, 2011
Actual As adjusted
(millions of €)
(Unaudited)

Cash and cash equivalents 0 0
Current financial liabilities' 4,360 4,360
Non-current financial liabilities">

Bonds 23,952 25,423°

Liabilities to banks 356 356
Total non-current financial liabilities 24,308 25,779
Shareholders’ equity: 487 487
Total capitalization 24,795 26,266

All current and non-current financial liabilities are guaranteed and unsecured.

Subsequent to December 31, 2011, Finance issued medium-term notes amounting to EUR 80 million.

®  The Euro equivalent of the Notes offered hereby is based on a U.S. dollar/Euro exchange rate of USD 1.3412 = EUR 1.00 as of
February 24, 2012, as published by the European Central Bank.

Except as disclosed in this offering memorandum, there has been no material change in the capitalization of
Finance since December 31, 2011.
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DESCRIPTION OF OUR BUSINESS
Group Organization
Overview of Business Activities

We are one of the world’s leading service providers in the telecommunications and information technology
industry. We have an international focus and are represented in around 50 countries throughout the world. In 2011, over
half of our revenue, or EUR 32.3 hillion, was generated outside of our home market of Germany. As of December 31,
2011, we employed 235,132 people.

Our activities are guided by major trends in technology and society. We offer network access as well as
communication and value-added services with ever-expanding bandwidths, thus promoting personal and social
networking with innovative products and services. Our fixed-network business includes all voice and data
communications activities based on fixed-network and broadband technology. This includes the sale of terminal
equipment and other hardware, as well as the sale of services to resellers. Our mobile communications business offers
mobile voice and data services to consumers and business customers. When marketing these services, we also sell mobile
handsets and other hardware. In addition, we sell mobile services to resellers and to companies that buy network services
and market them independently to third parties (mobile virtual network operators, or MVNOs).

T-Systems, our corporate customer arm, is focused on business involving network-centric ICT solutions, with
offers combining IT and telecommunications services. T-Systems supplies complete solutions for companies with
operations worldwide. In addition, it is focusing on services such as cloud computing and IT solutions for sectors that are
undergoing major changes, such as energy, healthcare, media distribution and automotive. In addition to our core
business (traditional fixed-network and mobile access business), we are specifically tapping new growth areas with
investments in intelligent networks and our portfolio of IT, Internet and network services.

Organization
We have four operating segments:

e Germany: The Germany operating segment comprises all fixed-network and mobile activities in Germany.
In addition, the Germany operating segment provides wholesale telecommunications services in Germany
for the Group’s other operating segments.

e Europe: The Europe operating segment encompasses all of our fixed-network and mobile operations in
Greece, Romania, Hungary, Poland, the Czech Republic, Croatia, the Netherlands, Slovakia, Austria,
Bulgaria, Albania, the F.Y.R.O. Macedonia and Montenegro, as well as our joint venture in the UK. It also
includes the International Carrier Sales and Solutions unit, which mainly provides wholesale
telecommunications services for the Group’s other operating segments.

e United States: The United States operating segment combines all our mobile activities in the U.S. market.

e  Systems Solutions: The Systems Solutions operating segment bundles business with ICT products and
solutions for large multinational corporations under the T-Systems brand. The operating segment offers its
customers information and communication technology from a single source. It develops and operates
infrastructure and industry solutions for multinational corporations and public institutions. The products and
services offered range from standard products and IP-based high-performance networks through to
complete ICT solutions.

Group Headquarters & Shared Services comprises all Group units that cannot be allocated directly to one of the
four operating segments and includes the Technology and Innovation Board department. Group Headquarters is
responsible for strategic and cross-segment management functions. Shared Services is responsible for all other operating
functions not directly related to the operating segments’ core business activities and primarily provides services in
Germany. Vivento is responsible for providing employees with new employment opportunities as part of our workforce
restructuring program. Shared Services also includes Real Estate Services and DeTeFleetServices GmbH, a full-service
provider of fleet management and mobility services.

The principal subsidiaries of Deutsche Telekom AG are listed in the notes to the consolidated financial
statements as of and for the year ended December 31, 2011 in the section “Summary of accounting policies” under
“Principal subsidiaries™. In addition to Deutsche Telekom AG, 64 German and 174 foreign subsidiaries are fully
consolidated in our consolidated financial statements as of and for the year ended December 31, 2011 (December 31,
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2010: 64 and 177). In addition, 10 associates (December 31, 2010: 13) and 7 joint ventures (December 31, 2010: 5) are
included using the equity method.

Termination of Planned Sale of T-Mobile USA to AT&T

On March 20, 2011, Deutsche Telekom AG and AT&T entered into a purchase agreement (the “TMUS
Purchase Agreement”) for the sale of T-Mobile USA to AT&T. The Purchase Agreement provided for a purchase price
of USD 39 billion, consisting of USD 25 billion in cash and approximately USD 14 billion in AT&T common stock.

The transaction was subject to approval by the U.S. Department of Justice (“DOJ”) and the U.S.
telecommunications regulatory authority, the FCC. After the DOJ had filed suit to block the transaction in the U.S.
District Court for the District of Columbia in August 2011, and the U.S. authorities took a clear stance against the deal,
AT&T and Deutsche Telekom terminated the TMUS Purchase Agreement on December 19, 2011. Following this
decision, we now report the assets and liabilities of T-Mobile USA as a continuing operation effective December 20,
2011.

AT&T compensated Deutsche Telekom in line with the provisions of the TMUS Purchase Agreement. The
compensation consists of the following components:

e Payment of a break-up fee of EUR 2.3 billion (USD 3 billion) in 2011,

e The right to the transfer to T-Mobile USA of Advanced Wireless Service spectrum licenses worth EUR 0.9
billion (USD 1.2 billion), contingent upon regulatory approvals; and

e An agreement running for more than seven years which allows the provision of voice and data UMTS roaming
services within the United States.

For further information, please refer to “Development of Our Business” and the notes to our consolidated
financial statements as of and for the year ended December 31, 2011 included elsewhere in this offering memorandum.

Corporate Transactions

On June 6, 2011, we were informed that the Hellenic Republic, pursuant to the Share Purchase Agreement of
May 2008 had made use of its right to sell another 10% of the shares in OTE to us. The purchase price determined,
according to the Share Purchase Agreement, for approximately 49 million OTE shares was EUR 0.4 billion. Following
the transfer of the shares as of July 11, 2011, the Hellenic Republic directly and indirectly holds approximately 10% of
OTE, while our ownership stake has increased to 40%.

On October 7, 2011, we announced the launch of BUYIN, our procurement joint venture with France Télécom-
Orange. Through BUYIN, we and France Télécom-Orange are coordinating our procurement of terminal devices, mobile
communications networks, and significant portions of fixed-network equipment and service platforms. In addition, the
two companies intend to launch pilot projects to explore other areas for inclusion in the joint venture at a later stage,
including IT infrastructure and other IT areas.

On December 30, 2011, OTE signed an agreement with Telekom Srbija for the sale of all shares held by OTE in
Telekom Srbija. Consequently, the value of these shares was shown as held for sale as of December 31, 2011. The
carrying amount of the stake was increased to a fair value of EUR 0.2 billion as of December 31, 2011 as a result of a
purchase offer, recognized in total other comprehensive income. The sale closed on January 25, 2012. Proceeds of EUR
0.4 billion from the sale were paid to OTE in January 2012. As a result, profit (after taxes) of EUR 0.2 billion will be
included in profit/loss from financial activities. After deduction of non-controlling interests, an amount of EUR 0.1
billion will be included under profit attributable to owners of Deutsche Telekom (net profit) in the 2012 financial year.

In February 2011, T-Mobile Czech Republic and Telefénica O, CZ signed a 3G network sharing agreement.
This agreement currently relates to the provision of high-speed mobile Internet to areas without broadband coverage in
the Czech Republic. In July 2011, PTC and PTK Centertel signed an agreement for the shared use of their radio access
networks and established the NetWorks! joint venture, which started operations on September 1, 2011. The joint venture
agreement covers the management, planning, service, development and maintenance of the shared networks and is
focused on improving network quality, coverage and service.

In December 2011, a binding national roaming agreement was concluded between T-Mobile Austria and
Hutchison 3G. One component of the agreement is the use by Hutchison of our 2G mobile communications network. The
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other is that we can use Hutchison’s 3G mobile communications network in rural areas. Under this agreement, our
customers across Austria benefit from Hutchison 3G’s fast UMTS network.

Markets and Regulation
The Telecommunications Market

Our business in 2011 was affected by strong competition, saturated markets and intensified regulatory
intervention, which resulted in price erosion.

Ongoing stress in financial markets and more broadly in the global economy had an adverse effect on the
markets in which we operate. A slight increase in consumer demand in most of our core countries was only able to
support the telecommunications market to a limited extent. In countries where purchasing power dropped, the
telecommunications market experienced an ongoing slowdown. As a result of strong pressure to consolidate national
budgets, some countries, including Hungary, continued to impose taxes on telecommunications companies in 2011 or
introduced additional taxes, such as a real estate tax in Greece. Additionally, regulation caused mobile termination rates
in Europe to decrease significantly, resulting in more stress on operators in the telecommunications market.

Furthermore, the telecommunications market has undergone significant changes in recent years as more
households have given up fixed-network access lines altogether. This trend is particularly high in Central and Eastern
Europe, in part due to the comparatively poor condition of the fixed-network compared to Western Europe. In Germany,
for example, customers have largely continued to keep their fixed-network access lines, with a much lower percentage of
households exclusively using mobile phones.

Germany

Total revenue from telecommunications services has been declining since 2005, due primarily to intense
competition and regulatory price reductions. Revenue from telecommunications services (mobile and fixed network) in
Germany decreased by EUR 0.5 billion to around EUR 60.3 billion in 2011. The main reason for the EUR 0.3 billion
decline in mobile communications revenues was the 50% reduction in termination rates mandated by the regulator.
Revenue from the traditional fixed-network business declined by EUR 0.3 billion, while revenue at cable network
operators increased by EUR 0.1 billion.

Overall, prices for telecommunications services (mobile and fixed-network) decreased by 2.7% compared to
2010. Prices for fixed-network and Internet services declined by 2.4%, while prices for mobile voice and data
connections were down 3.5%.

With around 38 million lines, the fixed-network market in Germany remained nearly stable in 2011. The use of
lower-priced connections, such as call-by-call, continues to decline, a result of the increasing use of bundled
telecommunications services and flat rate packages from other suppliers and our own flat rate offerings. Our competitors
are increasingly building their own infrastructure and implementing their business models, which has a growing impact
on competition in the wholesale market. We expect consolidation to continue in the years to come, particularly in the
cable market, as well as new partnerships to be formed among competitors.

The number of broadband connections continues to grow overall, as approximately 1.2 million new connections
were added in 2011 (0.4 million by telecommunications providers and 0.8 million by cable operators). These additions
resulted in a total of 23.5 million DSL connections and around 3.6 million broadband cable television connections. This
is in addition to a small number of connections that utilize other fixed-network technologies, such as fiber-optics. We
believe there were approximately 27.1 million fixed-network broadband connections in Germany at the end of 2011, an
increase of around 5% compared to 2010.

Service revenues in the German mobile telephony market remained nearly stable compared to 2010, despite
lowered termination charges. Revenue from text messaging and data services was the greatest driver, due to the growing
popularity of smartphones and tablet PCs, which nearly compensated for the decline in conventional mobile telephony.
This is the reason why some mobile communications providers are placing greater emphasis on customer loyalty and
value-driven growth among contract customers by offering complete packages. Moreover, we are also seeing growth in
new services and application, such as iMessage and MobileTV.

Nearly one in three Internet users in Germany accesses the Internet using a mobile device, and mobile access to

online communities, location-based services and shopping is growing rapidly. We expect the mobile payment business to
continue to grow as a result.
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According to the Federal Network Agency, German network operators invested more than EUR 93 billion in
telecommunications networks between 1998 and 2010, and nearly EUR 6 billion in 2011 alone. Broadband connections
with speeds of at least 1 Mbit/s are now available to nearly 99% of households in Germany. The remaining coverage gaps
are provided with high-speed Internet through wireless technologies. The German government and network operators
intend to make connections with transmission rates of at least 50 Mbit/s available to 75% of households by 2014.

To facilitate this expansion, some of our competitors are upgrading their LTE infrastructure. We are building on
a mix of technologies, comprising mobile telecommunications, fiber-optics and copper-based connections in the fixed-
network. Currently, we have equipped our mobile network in Germany with the powerful HSPA plus technology and can
now offer customers transmission speeds of up to 42 Mbit/s. While we are initially deploying the 800 MHz frequency
band to supply broadband LTE to rural areas, frequencies in the 1,800 MHz range will be used in metropolitan areas.
This increases the transmission capacity for the rapidly rising volume of data traffic and will enable even higher
transmission speeds.

Europe

In 2011, the telecommunications markets in the countries of our Europe operating segment were characterized
by intense competition, continuously falling retail prices and strong government and regulatory impact. In particular, the
reductions in termination rates, some of which were substantial, presented the companies operating in these markets with
considerable challenges. Falling prices, the result of regulatory intervention, major competitive pressure, and in some
cases weak purchasing power, caused the size of telecommunications markets in almost three quarters of the countries in
this operating segment to either contract or stagnate.

The telecommunications markets (measured by revenues) in the Czech Republic, Albania, and Romania all
experienced a contraction. In addition, the situation was particularly severe in Greece, where telecommunications
revenues dropped around 8% compared with 2010. The debt crisis and the Greek government’s strict austerity program
translated into lower consumption and, in turn, lower spending on telecommunications. Poland experienced market
growth of approximately 3%. In contrast, telecommunications markets in Austria and the Netherlands remained stable or
experienced slight growth.

In the fixed-network segment, trends from 2010 continued. Significant growth in the broadband business
compensated for some of the decline in revenue from voice telephony. Broadband coverage varies among the countries
included in our Europe operating segment. Faced with increasing demand for greater bandwidths, both cable network
operators and telecommunications providers are investing in upgrading their broadband networks, resulting in increasing
competition. Fiber-optics play a crucial role in upgrading broadband networks and we are investing in the construction of
a pure-fiber network in certain of the countries in our Europe operative segment.

To meet the rising demand for fast data transfer, we are modernizing and upgrading our mobile networks by
equipping them with faster HSPA plus technology and implementing the new mobile communications standard LTE. In
Austria, for example, LTE was implemented in December 2010. The demand for ever-faster data transmission rates also
requires further measures in the area of mobile communications frequencies. In 2011, some countries held auctions, in
which we participated, to extend existing licenses and distribute additional frequency bands.

Telecommunications providers that offer both mobile and fixed-network communications are increasingly
consolidating their services for mobile, broadband/TV and fixed network into triple-play (includes high-speed Internet
access, communication services and entertainment offerings) and even quadruple-play offers. Moreover, many services
are converging. For example, television can now be watched on a television set, computer or smartphone. Television
accounts for a larger proportion of the business in the markets in the Europe operating segment and our television
services are available through IPTV, cable and, in some countries, through satellite.

United States

In 2011, the slow growth of the U.S. mobile telecommunications market continued. Once again, increasing data
revenue more than compensated for declining voice revenue. The market is divided among four national cellular
providers, AT&T Wireless, Verizon Wireless, Sprint and T-Mobile USA, and various regional network operators. There
are also a number of mobile virtual network operators, which use the networks of one or more of the four national
cellular providers. The two largest providers, AT&T Wireless and Verizon Wireless, achieved strong revenue growth and
healthy margins in 2011. This was primarily driven by strong growth in smartphone adoption and rising postpaid average
revenue per user. Due to advantages of size, scale and their ability to bundle wireless service with other non-wireless
communication services, AT&T Wireless and Verizon Wireless were able to offer cheaper service and increase their
customer base.
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AT&T has had a competitive advantage in the past three years as a result of its exclusive distribution rights for
the Apple iPhone that expired in 2011. Verizon and Sprint became additional distributors of the Apple iPhone, gaining a
competitive advantage as well. Verizon and AT&T were able to increase their net customer gain disproportionately
during 2011. Increased competition from low-cost regional full-service providers also put downward pressure on prices.
These effects resulted in a decline in market share for T-Mobile USA. Measured against the total number of mobile
communications users in the United States, T-Mobile USA's market share declined from 11.4% at September 30, 2010 to
10.6% at September 30, 2011.

We expect the roll-out of 4G networks to be a major theme for the industry in the United States. Verizon
Wireless has started to roll out LTE network technology. By the end of 2011, LTE was available to a population of over
200 million. AT&T and T-Mobile USA have deployed HSPA plus networks, which are more advanced than UMTS. By
the end of 2011, the coverage of T-Mobile USA’s 42 Mbit/s HSPA plus network had reached more than 184 million.
AT&T also began rolling out LTE in 2011 and coverage had risen to 74 million by the end of the year. Sprint does not
yet have its own 4G network but is relying on Clearwire, in which it has a non-controlling stake. By the end of the third
quarter of 2011, Clearwire's WiMAX network covered a population of approximately 133 million. Sprint plans to roll out
LTE services in its own spectrum during 2012.

Systems Solutions

Developments during 2011 resulted in continuing cost pressure, delayed investment decisions by clients and
customers, and stronger competition. Overall demand is undergoing a fundamental shift. Cloud services, embedded
systems, and intelligent networks in particular are increasingly transforming the market.

Our business areas within T-Systems were affected in very different ways by these market trends:

e  Telecommunications: The economic upswing in 2010 and early 2011 only had a minor effect on the
telecommunications market segment. As in previous years, this market was highly competitive and
therefore also characterized by falling prices.

e IT services: The market for IT services grew slightly once again during 2011.

e Outsourcing: There was a tangible recovery in the outsourcing business in the area of Computing and
Desktop Services in 2011. This is due not only to the traditional outsourcing business, but also the
success of cloud services, the provision of IT services through the Internet. The current economic
climate is influencing customers’ outsourcing activities, as they increasingly use these services to cut
Costs.

e IT project business: This business area declined sharply in 2009, followed by mild growth in 2010. It
increased significantly during 2011. The industry-specific systems integration business, driven by IT
projects in the healthcare, energy and public sectors, recovered significantly faster than standard project
business in the fields of enterprise resource planning, customer relationship management and supply
chain management.

Regulation
Overview
Our operations worldwide, as well as those of our subsidiaries and affiliates, are subject to sector-specific
telecommunications regulations and general competition law, as well as a variety of other regulations. The extent to
which telecommunications regulations apply to us depends largely on the nature of our activities in a particular country,
with the conduct of traditional fixed-line telephony services usually being subject to the most extensive regulation.
Regulations can have a very direct and material effect on our overall business, particularly in jurisdictions that favor
regulatory intervention.
In 2011, the main areas of focus of regulatory intervention were:
e atthe EU level, regulations, directives, and other binding legislation, which, for example, regulate
access network and roaming as well as legislative changes in Germany, such as the amendment of the
German Telecommunications Act;

e regulation of charges, such as monthly line rental for the ULL and fixed-network termination rates; and
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e regulation of future wholesale broadband services and investments in new networks and infrastructure,
including next generation networks and next generation access.

The EU Regulatory Framework for Electronic Communications
General

EU Member States are required to enact EU legislation in their domestic law and to take EU legislation into
account when applying domestic law. In each EU Member State, a national regulatory authority, or NRA, is responsible
for enforcing national telecommunications laws that are based on the Regulatory Framework for Electronic
Communications in the European Union, or EU Framework. NRAs generally have significant powers under their relevant
telecommunications laws, including the authority to impose network access and interconnection obligations, and to
approve or review the charges and general business terms and conditions of providers with “significant market power”. In
general, a company can be considered to have significant market power if its share of a particular market exceeds 40%.
NRAs also have the authority to assign wireless spectrum and supervise frequencies and to impose universal service
obligations.

In December 2009, amendments to the 2002 EU Framework entered into force. Since the most significant part
of our business is undertaken in the European Union, our operations are, to a large extent, subject to the EU Framework
and related telecommunications regulation. The amended EU Framework provides NRAS’ with the power to separate the
access network operations of providers with significant market power from the service business of such providers in
certain circumstances, which is known as functional separation. This power is meant to be a remedy of last resort, with
high thresholds to be overcome before it can be employed. The German Parliament (Bundestag) passed the related
amendment to the German Telecommunications Act on October 27, 2011 and February 9, 2012. The chamber of the
German Parliament representing the federal states (Bundesrat) ratified the law on February 10, 2012. It will take effect
after publication in the Federal Law Gazette. The amended German Telecommunications Act is intended to introduce
better incentives for investments in new infrastructure and it also contains additional consumer protection requirements.
National telecommunications laws in other EU Member States where our subsidiaries are active are also being amended
to reflect the revised EU Framework.

Special Requirements Applicable to Providers with Significant Market Power

The most significant impact on our business comes from the EU Framework’s special requirements applicable
to providers with significant market power. Obligations in relation to network access, price setting, separate accounting
for interconnection services, publication, and non-discrimination, can be imposed on those operators that are designated
by the relevant NRA as having significant market power in an electronic communications market. Such determinations
are based on EU guidelines and EU competition case law. We have been designated as having significant market power
primarily in most fixed-line markets in which we operate, as well as in mobile voice call termination markets.

In particular, an NRA may subject providers with significant market power, and their affiliates, to several rules
and obligations specified within the EU Regulatory Framework and its directives and guidelines, such as:

e The obligation to offer other companies unbundled network access (including interconnection) as well as access
to certain services and facilities on a non-discriminatory basis. This includes full unbundled access to copper-
paired wire lines, including unbundled access to the high-frequency spectrum of those lines (line-sharing),
bitstream access and access to other parts of the networks. In particular, unbundling has led to a considerable
loss of our market share. For more information regarding the effects of unbundling obligations, see “—German
Fixed Network Telecommunications Regulation—Local Loop Access” below.

e Prior approval or retroactive review of charges, insofar as such charges and conditions relate to a market in
which the provider holds significant market power.

e The obligation of transparency in relation to interconnection and/or access, requiring operators to make public
specified information, such as accounting information, technical specifications, network characteristics, terms
and conditions for supply and use, including any conditions limiting access to and/or use of services and
applications.

e The obligation of non-discrimination in relation to interconnection and/or access. Obligations of non-
discrimination require the operator to apply equivalent conditions in equivalent circumstances to other
companies providing equivalent services, and to provide services and information to others under the same
conditions and of the same quality as it provides for its own services, or those of its subsidiaries or partners.
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e The obligation to maintain separate accounting systems with regard to interconnection and access services. This
obligation is intended to allow for transparency with respect to various telecommunications services in order to
prevent, among other things, the cross-subsidization of services. In this regard, an NRA may specify the
structure of a provider’s internal accounting for particular telecommunications services, which can increase
costs of compliance.

e The obligation on vertically integrated undertakings to place activities related to the wholesale provision of
relevant access products in an independently operating business entity (functional separation). This is an
exceptional measure to be employed if the NRA concludes that the respective obligations already imposed have
failed to achieve effective competition and that there are important and ongoing competition problems and/or
market failures identified in relation to the wholesale provision of certain access product markets.

On September 20, 2010, the European Commission issued its Recommendation on regulated access to Next-
Generation Access Networks (NGA Recommendation), containing guidelines to be observed as far as possible by NRAs
when obligating market-dominant companies to grant access to these networks. Its aim is to harmonize regulatory
requirements in Europe. The object of the NGA Recommendation is general regulation of access to the physical network
infrastructure at the wholesale level and in the broadband access market. In addition, in October 2011, the European
Commission launched two public consultations related to access for alternative operators to the fixed telephone and
broadband networks of established operators. One consultation concerns non-discriminatory access for alternative
operators to the infrastructure and services of dominant telecom operators. The second concerns the way national
regulators calculate prices that operators have to pay for this wholesale access (cost-orientation remedies). Depending on
further developments, regulations from current copper networks may also be applied to new fiber networks. This may
cause a decrease in our revenues and may impact the extent and timing of our NGA build-out.

Fixed and Mobile Termination Rate Recommendation

The European Commission recommendation on relevant markets from 2007 requires NRAs to analyze the call
termination market in order to determine whether regulatory remedies need to be imposed. The European Commission
intends to further reduce termination rates significantly. In May 2009, the Commission issued the recommendation on the
regulatory treatment of fixed and mobile termination rates in the EU that defines details for the cost calculation of
termination rates by the NRAs. With the recommendation, the Commission intends to harmonize cost standards for
mobile termination rates throughout the EU. In this respect, the EU Commission stated the intention to reduce
termination rates from EUR 0.03 to EUR 0.015 per minute by the end of 2012, while also eliminating asymmetry
between operators. Although the recommendation is not legally binding, NRAs have to take the utmost account of the
recommendation while still being able to reflect national circumstances. Mobile operators could therefore be subject to
further pressure to lower termination rates in the future, which may have an additional negative impact on our revenues.

German Fixed-Network Telecommunications Regulation

German telecommunications regulation has a particularly significant impact on our business due to the size of
our operations in Germany. As in all EU Member States, German telecommunications regulation is based on the EU
Framework. German telecommunications regulation is mainly derived from the German Telecommunications Act.

We believe that, for the foreseeable future, the Federal Network Agency is likely to view us as a provider with
significant market power in various German markets for public voice telephony services in the fixed network and in other
markets, including most of those in which we held monopoly rights in the past. Additionally, we have been determined to
be a provider with significant market power in the German market for mobile voice call termination. We expect that the
strict regulatory provisions of the German Telecommunications Act relating to providers with significant market power
will be applied to our activities in those markets also in the future. Considering that in many markets our competitors are
unlikely to gain significant market power in the near future, we expect that we will have to compete in important markets
with providers not subject to those regulatory obligations. Therefore, these competitors may have more flexibility than
we have in terms of the selection of services offered and customers served, pricing and the granting of network access.

Under the German Telecommunications Act, tariffs for telecommunications access services offered by providers
with significant market power and their affiliates can be subject to price regulation, insofar as the tariffs relate to a market
in which significant market power has been determined to exist. Other tariffs are essentially unregulated. The tariffs of all
providers in Germany are, however, subject to generally applicable EU and German laws, including competition and
consumer protection laws.

In January 2010, the Federal Network Agency determined that we are a provider with significant market power

for the access market. The agency included all-1P accesses to this market for the first time. Simultaneously, we were
required to enable call-by-call and pre-selection for this type of access. For this market, the Federal Network Agency
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affirmed the ex-post-regulation and imposed on us the obligation to provide a resale offer on the terms of our retail-tariffs
for every respective type of access.

Local Loop Access

We have been offering unbundled local loop access since 1998. We are obliged to publish a reference offer for
access to the unbundled local loop and prices require ex-ante approval. By allowing competitors to connect to customer
access lines within our local networks, unbundling of the local loop allows our competitors to gain direct access to
customers without having to build local networks of their own. In this way, competitors are able to use our customer
access lines to offer a wide range of local services directly to customers.

On March 21, 2011, the Federal Network Agency issued the final regulatory order for the ULL market after the
required consultation with the European Commission. The obligation to provide access to the cable duct between the
main distribution frame and the multi-functional street cabinet remains in force. The Federal Network Agency also
reimposed an obligation to provide access to dark fiber for the section between the main distribution frame and the multi-
functional street cabinet. However, this access obligation only applies in the event that no cable duct capacity is
available. The Federal Network Agency has also extended applicable regulations to include new fiber-optic ULLS,
though rates are subject to ex-post control. Under this regime, rates have to be reviewed by the Agency prior to market
launch.

On June 17, 2011, the Federal Network Agency announced its final decision regarding monthly unbundled local
loop charges, reducing the charges from EUR 10.20 to EUR 10.08. These charges are valid for the period from April 1,
2011 to June 30, 2013. In addition, the charge for the subloop was reduced from EUR 7.21 per month to EUR 7.17 per
month. On June 30, 2010, the Federal Network Agency decided to reduce the one-time activation (takeover of an existing
line) charge for the ULL by approximately 14% to EUR 30.83 for the most common type of subscriber line (copper wire
pair with high bit-rate use). The corresponding cancellation charges have been reduced between 20% and 27% as well.
These one-time charges for the ULL are valid until June 30, 2012.

Since January 2001, we have been offering line sharing (using a single access line for multiple purposes,
including sharing access with competitors) in accordance with EU requirements. On June 30, 2010, the Federal Network
Agency increased the monthly rental charge for line sharing from EUR 1.78 to EUR 1.84 until June 30, 2012. Further,
the Federal Network Agency decided on the one-time activation charges for the provision of line sharing, which were
reduced to EUR 38.20.

Some of the Federal Network Agency decisions concerning ULL rates have been overturned by Administrative
Court decisions, requiring the Federal Network Agency to reconsider these cases. In its decision dated January 20, 2011,
the Federal Network Agency reapproved the one-time ULL rates for the period from April 2002 through June 2003.
Compared with the Federal Network Agency’s decision in 2002, the ULL rates were reduced by 3% to 8% for the most
important provisioning and take-over options and by 11% to 15% for termination options. The rates decision applied only
for plaintiffs who prevailed in the related court case because under the 2002 version of the German Telecommunications
Act, the rates only apply to individual agreements.

Broadband Access — IP Bitstream

We are required to offer an IP bitstream access product in the wholesale-market and have therefore been
required to offer unbundled broadband access to competitors since April 2008. According to a regulatory order, we must
grant access to competitors to ducts or, alternatively, to dark fiber cable. On September 17, 2010, the Agency determined
that the regulated wholesale service regime that applies to DSL will now generally also apply to VDSL and FTTH lines,
as well as to Ethernet-based bitstream access. The standard offering must be adapted in line with the new order, with
rates subject to ex-post control by the Federal Network Agency. The replication of VDSL products, in particular by our
competitors using their own infrastructures, is therefore being made easier at our expense. This decision continues to
have a negative impact on our revenue generation.

Other

The Federal Network Agency published its final decision on fixed-network termination charges on September
29, 2011. For the most important rate options “termination” and “origination” at the lowest network level, the rate
approval resulted in a reduction from EUR 0.54 per minute to EUR 0.45 per minute at peak times and from EUR 0.38 per
minute to EUR 0.32 per minute at off-peak times. The approved rates came into effect on July 1, 2011 and are valid until
November 30, 2012.
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The Federal Network Agency has also retroactively reviewed the rates charged by us for the provision of
customer data to providers of directory inquiry services and the publishers of telephone and business directories to
determine whether they are abusive. On September 20, 2010, it ruled that any charges exceeding EUR 1.6 million per
annum for the provision of data are abusive. We have initiated legal proceedings against this decision. Until a court
ruling has been issued, this decision of the Federal Network Agency is binding.

The revised German Telecommunications Act includes a new article (§ 41a para. 1 of the German
Telecommunications Act) that applies to all telecommunications-network providers and grants the German government
competence to impose an ordinance specifying general requirements of non-discriminatory data traffic and non-
discriminatory access to content and applications. The German government has discretion to issue such an ordinance,
which will depend on ongoing public discussions on net neutrality as well as the actual developments in the market.
There are no regulations regarding net neutrality issued by the Federal Network Agency.

Southern and Eastern European Telecommunications Regulation

Our subsidiaries in Greece, Hungary, Romania, and Slovakia are subject to the same EU Framework as our
fixed-line business in Germany. We also operate fixed-line networks in Croatia, the F.Y.R.O Macedonia and
Montenegro. These countries are also orientating their regulatory frameworks towards the EU Framework. Therefore, all
of our subsidiaries in Southern and Eastern Europe are generally exposed to a set of regulatory risks similar to those in
Germany described above.

Mobile Regulation

Our subsidiaries in Germany, Austria, Bulgaria, the Czech Republic, Greece, Hungary, the Netherlands, Poland,
Slovakia and Romania are all subject to the EU Framework. We also operate mobile networks in Croatia, the F.Y.R.O
Macedonia, Montenegro and Albania. These countries are also orientating their mobile regulatory frameworks towards
the EU Framework. All of our mobile subsidiaries are generally exposed to regulatory risks.

European Union

In July 2009, a new EU roaming regulation came into force and expanded the existing roaming regulation to
SMS and data roaming services. This 2009 regulation will be valid until June 30, 2012. Besides additional reduction of
wholesale and retail voice roaming tariffs, SMS roaming charges were reduced and price caps for wholesale data roaming
tariffs and additional transparency measures were introduced. This expansion of existing regulation has an additional
negative effect on our roaming revenues.

On July 1, 2010, a spending cap was introduced for all customers who did not expressly opt out. The data
roaming connection is automatically interrupted once EUR 50 (net) is spent, until the customer actively confirms he or
she wants to continue using the connection and incur further costs. The current tariffs of the EU Roaming Regulation
entered into force on July 1, 2011. Since then, outgoing calls within the EU have cost EUR 0.35 plus VAT and incoming
calls have cost EUR 0.11 plus VAT. The inter-operator tariff (“1OT") was reduced to EUR 0.18 plus VAT. Prices for text
messages sent or received remained unchanged at EUR 0.11 and EUR 0.04 respectively, plus VAT. For data roaming, the
10T was reduced from EUR 0.80 to EUR 0.50 per megabyte.

The future of the EU roaming regulation following the expiration of the current regulation in July 2012 is
currently being discussed by the EU. In its Digital Agenda for Europe, the European Commission issued the political goal
of abolishing the differences between national and roaming rates in the EU by 2015.

The European Commission’s proposed new roaming regulation of July 6, 2011 aims to tighten and extend
existing price regulation and the European Commission has also stated that it wants to promote competition. To this
extent, a general obligation to provide wholesale access, for MNVOs among others, is to be introduced in 2012. The
unbundling of roaming services and national services is to be introduced in 2014, at which time consumers will be able to
conclude a separate contract with another provider exclusively for roaming services. These measures will consume a
large amount of resources and incur high costs for the European mobile communications industry.

Germany
The Federal Network Agency has the obligation to review markets every two years. On February 24, 2011, the
Federal Network Agency approved the new rates for call termination in national mobile networks to be applied

retroactively by Telekom Deutschland with effect from December 1, 2010. This involved reducing VVodafone and
Telekom Deutschland GmbH’s previously asymmetric rates by around 50%, making them de facto symmetrical. The
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Federal Network Agency’s rate ruling was the subject of consultation throughout the EU. These rates will expire on
November 30, 2012.

In May 2010, Telekom Deutschland GmbH purchased spectrum through auction in the 800 MHz, 1.8 GHz, and
2.6 GHz frequency ranges and by the end of October 2010 had received assignment notices from the Federal Network
Agency for all frequencies purchased. The coverage requirements stipulate for the 800 MHz range that network operators
must start rolling out LTE in towns and communities that have very little or no broadband coverage. Broadband coverage
is to be increased to 90% of the population in these gaps by the start of 2016. Roll-out is to be in stages based on the
number of inhabitants, beginning with municipalities with populations of 5,000 or less. Other broadband coverage
provided by us or other operators (e.g., DSL or UMTS) with a minimum transfer bandwidth of 1 Mbit/s also count
toward meeting the requirements. Irrespective of this, each network operator must provide 50% of the population with
800 MHz broadband services by the start of 2016. On December 21 and September 28, 2011, the Federal Network
Agency gave notice that the requirements to deploy LTE associated with our license had already been fulfilled in seven
of Germany’s federal states. Since then, the allocated 800 MHz frequency spectrum has also been available for use
outside of rural regions in these seven federal states. There were no restrictions on our license for three additional federal
states.

There are also roll-out requirements for the new frequencies in the 1.8 GHz and 2.6 GHz spectrum ranges: 25%
population coverage by the beginning of 2014 and 50% by the beginning of 2016. As GSM and UMTS also count toward
these coverage targets, Telekom Deutschland GmbH has already met these requirements.

United States

Our U.S. mobile operations, conducted through T-Mobile USA, are regulated by the FCC and by various other
federal, state and local governmental bodies. Only the FCC has authority to regulate “rates and entry” by Commercial
Mobile Radio Service (“CMRS”) operators, while both the individual states of the United States and the FCC have
authority to regulate “other terms and conditions” of CMRS. The FCC has refrained from regulating rates charged by
CMRS operators. However, under its authority to license CMRS operators to serve the public, the FCC has imposed a
number of requirements on operators, including, for example, rules for providing emergency 911 services, number
portability, support for lawful electronic surveillance, and intercarrier compensation (payment of access charges for
carrying and terminating traffic). In addition, the FCC issues and regulates CMRS spectrum licenses. Spectrum related to
the Advanced Wireless Services (AWS-1) licenses granted in 2006 was occupied by incumbent commercial providers on
the 2.1GHz band and Federal government agencies on the 1.7 GHz band. The 2.1 GHz incumbents relocation rules are
governed by FCC regulation, whereas the 1.7 GHz incumbents relocation process is governed by the Commercial
Spectrum Enhancement Act. Access to the spectrum is tied to moving these entities away from using these spectrum
bands, and has largely been accomplished at this point.

Other current U.S. regulatory issues that may significantly impact T-Mobile USA’s business include:

e  Open Access/Network Neutrality: The FCC has initiated several proceedings that propose the adoption of
regulations to require wireless providers (and other telecommunications carriers) to “open” their networks
to applications, devices, and services provided by third parties. These various proceedings involve a variety
of issues, including text messaging practices, network provisioning, handset locking, exclusive
arrangements with handset manufacturers, and the extent to which carriers may deny access to devices and
applications based on their need to manage their networks. In December 2010, the FCC adopted a Report
and Order imposing net neutrality obligations on broadband service providers, including mobile carriers. Of
significance to T-Mobile USA, the Report and Order establishes two new rules for mobile broadband
providers:

e Transparency: Mobile broadband Internet providers must publicly disclose accurate information about
their services, including network management practices and network, performance, and commercial
terms to consumers; Internet content and service providers; applications developers; and device
manufacturers.

¢ No Blocking: Mobile broadband providers must not block access to lawful websites or applications that
compete with voice or video services offered by the provider. The ban on blocking is subject to
exceptions for actions that constitute “reasonable network management”, including efforts to address
network congestion and ensure network security.

e While not prohibiting “pay-for-priority” agreements outright, the order finds such arrangements unlikely to
satisfy the unreasonable discrimination ban. Broadband Internet access providers may continue to offer
“tiered” pricing based on amount of data usage and/or speed, but the FCC will monitor these practices.
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Similarly, the FCC has also indicated it will monitor the consumer impact of “specialized services” offered
by broadband providers over their last-mile networks (such as facilities-based VolP or IPTV) even though
such services are not currently subject to the network neutrality rules. The FCC notes that it includes in its
definition of broadband Internet access service any service that is “used to evade the protections” of the net
neutrality rules in an effort to prevent ISPs from using limited or specialized services to avoid the new
rules. Thus, if the FCC determines that a mobile provider is offering a broadband Internet service to evade
the protections of the rules (e.g., avoid disclosure or blocking prohibitions), the FCC will closely scrutinize
the offering and may ultimately revise its rules or take some other action to address the issue.

e  The new rules were published in September 2011 and became effective on November 20, 2011, although
the rules face further opposition in Congress and in the courts. Many congressional members have
expressed their opposition to the new rules, and Verizon and MetroPCS have filed a lawsuit in federal court
asking the court to overturn them. This lawsuit is pending.

e Data Roaming: In 2007, the FCC adopted an automatic roaming mandate for voice services, and in 2010 it
eliminated the “home-market exclusion”, which had excluded from the mandate all geographic areas in
which a carrier requesting automatic roaming held spectrum licenses even if the carrier had no facilities in
those areas. On April 7, 2011, the FCC adopted an Order requiring facilities-based CMRS providers to offer
data roaming arrangements on commercially reasonable terms and conditions. As the volume of traffic is
increasingly shifting from voice to data use, a data roaming obligation has become more significant to T-
Mobile USA. Without an FCC-mandated roaming obligation, larger carriers would not be required to
provide roaming service or may elect to do so on unreasonable terms and conditions. The two largest
carriers — AT&T and Verizon —aggressively opposed a data roaming requirement, and Verizon has filed a
lawsuit in federal court seeking to overturn the requirement. T-Mobile USA along with several other
wireless carriers has intervened in the court proceeding in support of the FCC. It is unclear whether Verizon
will prevail in its efforts to overturn the FCC’s decision requiring data roaming on commercially reasonable
terms and conditions.

e  Tower Siting: At the beginning of January 2012, the FCC released an order to ensure that the environmental
effects of proposed communications towers, including their effects on migratory birds, are fully considered
prior to construction. The effect of this order will be that carriers will have to build additional time into the
siting timeline for new or modified towers requiring a new Antenna Structure Registration number (ASR)
or a modified ASR. We expect that the current one or two-day timeframe to obtain an ASR will be
expanded to potentially 60 days or more because we anticipate the requirement to result in substantial
internal coordination within T-Mobile markets and regions and legal and regulatory departments.

e Universal Service: In November 2011, the FCC adopted an order that comprehensively reforms and
modernizes the Universal Service Fund (USF), transforming it from a fund for legacy voice networks into
two new funds, a Connect America Fund (CAF) and a Mobility Fund (MF), whose purpose is to make
broadband available nationwide. The creation of the CAF is primarily for non-wireless carriers, and the MF
is primarily for wireless carriers. To fund the CAF and MF, the FCC is eliminating the legacy USF system
and phasing out support to competitive eligible telecommunications carriers, such as T-Mobile, by 20%
over each of the next five years. We are currently considering participation in the MF and seeking other
opportunities to receive USF support. However, given our current level of USF support, we will be
adversely affected by the elimination of this subsidy.

The FCC’s next step in USF reform is expected to focus on how to revamp the revenues-based USF
contributions system, a reform which may affect our contribution to USF. Currently, all telecommunications service
providers, including us, and certain other providers of telecommunications must contribute to the current federal USF
based on a percentage of their interstate and international end-user telecommunications revenues. The exact percentage
that companies contribute is adjusted every quarter based on projected demand for Universal Service funding. This
percentage has reached an all-time high over the last several years. One way for the FCC to limit the growth of
contributions is to expand the base of contributors to USF. The FCC has had an open proceeding on this issue for several
years and is expected to finally start examining the issue again this year.
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Group Strategy

The strategies and expectations referred to in the following discussions are considered forward-looking
statements and may be strongly influenced or changed by shifts in market conditions, new initiatives we implement and
other factors. We cannot provide assurance that the strategies and expectations referred to in these discussions will come
to fruition. Please refer to “Forward-Looking Statements™ and ““Risk Factors” for descriptions of some of the factors
relevant to these discussions and other forward-looking statements in this offering memorandum.

Development of the Group’s Strategy

We are one of the world’s leading service companies in the telecommunications and information technology
industry and we plan to build upon this strong position in the long term. We realize, however, that the market
environment in which we operate will remain challenging. The telecommunications industry is marked by constant,
dynamic change in the fixed-network, mobile communications and the Internet and is influenced by global trends.

Infrastructure is and will remain the basis of our business as society requires faster networks. Next-generation
networks and standardized IT are of crucial importance in this regard if we are to be efficient and successful.
Telecommunications providers will also have to focus increasingly on realizing growth potential. In our opinion, the
mobile Internet and Internet services, for example, provide a wealth of growth opportunities. We believe that customers
expect secure and universal access to all services and from all devices. In our view, cloud computing and dynamic
computing provide considerable growth potential for business customers. Furthermore, in the future, intelligent networks
will support changes in industries such as energy, healthcare, media, and transportation/automotive. Overall, we still
firmly believe that a strong national competitive position is vital for a profitable business.

We have been responding to these challenges with the new Fix — Transform — Innovate strategy we presented in
March 2010. Our vision is still to become an international market leader for connected life and work. This is why we will
continue to restructure our business model in the coming years, with investments in intelligent networks, with IT services
and with Internet and network services. The aim of this strategic approach is to expand our activities across the entire
value chain and position ourselves as an open partner for consumers and business customers as well as for the Internet
sector. At the same time, our strategy forms the framework for all of our corporate actions, including issues related to
sustainability and human resources.

We are gradually implementing our Fix — Transform — Innovate strategy in five strategic action areas:
o Fix
e Improve the performance of mobile-centric assets.
e  Transform
e Leverage One Company in integrated assets.
e Build networks and processes for the gigabit society.
e Innovate
e Connected life across all screens.
e  Connected work with unique ICT solutions.
Improve the Performance of Mobile-Centric Assets
In all countries in which we primarily provide mobile communications services, we are planning to enhance our
performance and invest specifically in next-generation technologies, develop innovative services and expand our
portfolio of mobile devices. In the United Kingdom, for instance, our joint venture Everything Everywhere got off to a
good start in 2010 as the market leader, measured in terms of the combined customer base. In Poland, we reached a
crucial milestone in further strengthening our subsidiary PTC as we clarified the ownership of this company. In mid-
2011, PTC rebranded Era to T-Mobile. The “T” is our Group brand and will also be an integral part of the brand identity

for our shareholdings outside of Germany in the future.

Our agreement for the sale of T-Mobile USA to AT&T was terminated in December 2011 in response to the
opposition shown by the U.S. authorities. AT&T subsequently paid us the agreed break-up fee of USD 3 billion and must
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make the agreed 3G roaming services and, subject to certain regulatory approvals, spectrum licenses available in the near
future. We will continue to report T-Mobile USA as a continuing operation and are in the process of building a strategy
for the future.

Leverage One Company in Integrated Assets

We are continuing to integrate fixed-network and mobile communications operations, an approach that
originates from the One Company project in Germany. Building upon the successfully completed integration in Germany
and several other European markets, we aim to generate additional revenues, further improve our customer service and
leverage synergies.

Our innovative services and calling plans have allowed us to be competitive in developing markets. For
example, through the TelekomCloud, our customers have access to products such as Media Center, an online storage
facility that provides our customers continuous access to their music, photos and other media content, whether on their
PCs, televisions or smartphones. LIGA total!, our soccer league service in Germany, can likewise be watched on various
screens at home or on the move.

Build Networks and Processes for the Gigabit Society

We are forecasting a rapid increase in global data volumes in the coming years. Our goal is therefore to continue
to transform operations by becoming more efficient, but also by supplying the greater bandwidth required. For this
reason, we are focusing on:

e expanding our fiber-optic networks and enhancing our mobile communications networks by promoting
HSPA plus and LTE;

o systematically implementing the all-IP concept;
e increasing the speed and flexibility of the IT factory; and
o systematically expanding key enabling skills.

We have already purchased additional mobile frequency spectrum in several countries, including Germany, the
Netherlands, Austria, Albania and Greece, and extended the agreement for the use of mobile spectrum in Slovakia by ten
years. In 2011, we continued to invest in network expansion in Germany, as we put more than 16,500 UMTS stations into
operation. In many other countries we are also continuing to upgrade our UMTS network with high-speed HSPA plus
technology. In addition, we have started to roll out the LTE network in several countries. For example, in Germany, we
have upgraded approximately 1,100 stations with LTE technology since 2010. In addition to our own network expansion
activities, we also cooperate with other telecommunications providers on improving our network. For example, our
subsidiary T-Mobile Czech Republic has signed an agreement with Telefénica O, CZ on 3G network sharing. In
addition, our Austrian subsidiary T-Mobile Austria and Hutchison 3G have concluded an agreement, under which
Hutchison may use our 2G network, while we have gained the right to use Hutchison 3G’s network in rural areas.

We are also expanding our fixed-line networks. Our investments support the availability of fast broadband lines
to additional households. For example, we have marketed around 12 million broadband lines in Germany and, in
addition, more than 600,000 customers have opted for a VDSL line from Deutsche Telekom.

Connected Life across all Screens

In our view, the greatest opportunities for growth lie in making data services mobile, particularly for the mobile
Internet. We are developing and marketing our own solutions, such as innovative communication services centered on the
personalized, network-based address book that we have successfully launched in six countries, such as myPhonebook in
Germany. We also place a great deal of emphasis on providing our customers with attractive handset options. Initial sales
of smartphones in Germany have been strong. Around 62% of all handsets sold in Germany in 2011 were smartphones.

We are also positioning ourselves as pioneers in digital content, by linking and distributing personalized media
content. We have made some targeted acquisitions, such as ClickandBuy and STRATO, all of which complement our
portfolio in the high-growth Internet business. We also intend to be a pioneer for digital content, by linking and
distributing personalized media content. Our position in the European television market also grew in 2011. The number
of Entertain triple play customers in Germany was 1.6 million, of which 111,000 use our new Entertain Sat product,
which includes Satellite in our triple play offering Entertain. Our television customer base in Southern and Eastern
Europe has increased to 2.6 million.
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Connected Work with unique ICT Solutions

We provide customized ICT solutions for our business customers and draw on the services of T-Systems in the
ongoing standardization of our internal IT solutions. In pursuit of this task, T-Systems will continue to be restructured
with the goal of increasing its revenue and profitability.

We have developed intelligent, innovative offerings centering on secure cloud services for our business
customers. We are positioning T-Systems as an open partner, also for other sectors, with the aim of leveraging growth
opportunities for ICT solutions in sectors that are undergoing major changes. As part of this initiative, we have created
three new business areas for developing intelligent network solutions, energy, healthcare and the connected car. In the
energy business area, we signed an agreement with the meter operator VOLTARIS for the recording, transmission and
processing of energy data as well as trial sales of smart electricity meters and green power rates from E.ON in more than
50 Telekom shops. In the business area of connected cars, we have joined forces with Continental to develop an open and
flexible infotainment concept for vehicles.

Growth Areas of Deutsche Telekom

The advances in the strategic action areas that form the Fix — Transform — Innovate strategy discussed above are
having a positive and direct effect on Deutsche Telekom’s principal growth areas.

The mobile Internet is our largest growth area and includes all revenue that we generate with mobile data
services.

Another very important growth area for us is the connected home. Here, we bundle all revenues that we generate
with our existing double- and triple-play packages, i.e., our fixed-network-based voice, data, and television services. This
area also includes future innovative products for the connected home, such as the Communication Suite or Home
Gateway.

We are also bundling all our Internet services in a single area that essentially consists of three pillars:

o online advertising (e.g., on the web pages of the Scout group, a well-known real estate and rental listing
service in Germany, on cell phones and on our television offerings);

o the digital content of our Load family (music and video downloads); and
e  “near access services”, which include the roll-out of websites and the sale of security software.

In an additional growth area, we measure all of T-Systems’ external revenue, which includes, in particular, the
business with innovative cloud services.

The intelligent network solutions growth area comprises business in sectors that are undergoing major changes.
We created three new business areas that are developing and marketing innovative solutions to these sectors, such as
energy, healthcare and automotive.

Our strategies may, of course, be adopted and modified to respond to opportunities and changing conditions. As
disclosed in past years, we may embark on capital expenditure programs and pursue acquisitions, joint ventures or full or
partial dispositions or combinations of businesses where we perceive opportunity for profitable growth, cost savings or
other benefits for our Group. Transactions may be conducted using newly issued shares of Deutsche Telekom or its
affiliates, cash or a combination of cash and shares, and may individually or in the aggregate be material to our financial
and business condition or results of operations. As a result, they may affect the trading prices of our securities. As in the
past, discussions with third parties in this regard may be commenced, on-going or discontinued at any time and from time
to time.

42



DEVELOPMENT OF OUR BUSINESS

You should read the following discussion in conjunction with our annual consolidated financial statements,
including the notes to those consolidated financial statements, which appear elsewhere in this offering memorandum.
Our consolidated financial statements prepared in accordance with IFRS are dependent upon and sensitive to accounting
methods, assumptions and estimates that we use as bases for the preparation of our consolidated financial statements.
For more information on these critical accounting estimates, see “Judgments and estimates™ in the notes to our
consolidated financial statements. For more information on EBITDA, adjusted EBITDA, free cash flow and net debt,
please see “Special Note on Non-GAAP Financial Measures”, which appears elsewhere in this offering memorandum.

The strategies and expectations referred to in the following discussions are considered forward-looking
statements and may be strongly influenced or changed by shifts in market conditions, new initiatives we implement and
other factors. We cannot provide assurance that the strategies and expectations referred to in these discussions will come
to fruition. Forward-looking statements are based on current plans, estimates and projections, and therefore, you should
not place too much reliance on them. Forward-looking statements speak only as of the date they are made, and we
undertake no obligation to update any forward-looking statements in light of new information or future events. Forward-
looking statements involve inherent risks and uncertainties, most of which are difficult to predict and are generally
beyond our control. We caution you that a number of important factors could cause actual results or outcomes to differ
materially from those expressed in, or implied by, the forward-looking statements. Please refer to ““Forward-Looking
Statements™ and “‘Risk Factors” for descriptions of some of the factors relevant to these discussions and other forward-
looking statements in this offering memorandum.

Consolidated Results of Operations

The following table presents information concerning our consolidated income statements for the periods
indicated.

For the years ended December 31,

2011 2010 2009 2011/2010  2010/2009
(millions of €) (% change)

Net revenues 58,653 62,421 64,602 (6.0) (3.4)
Cost of sales (33,885) (35,725) (36,259) 5.2 15
Gross profit 24,768 26,696 28,343 (7.2) (5.8
Selling expenses (14,060) (14,620) (15,863) 3.8 7.8
General and administrative expenses (5,284) (5,252) (4,653) (0.6) (12.9)
Other operating income 4,362 1,498 1,504 n.m. (0.4)
Other operating expenses (4,200) (2,817) (3,319) (49.1) 15.1
Profit from operations 5,586 5,505 6,012 1.5 8.4)
Finance costs (2,325) (2,500) (2,555) 7.0 2.2
Share of profit (loss) of associates and joint
ventures accounted for using the equity
method (73) (57) 24 (28.1) n.m.
Other financial income (expense) (169) (253) (826) 33.2 69.4
Loss from financial activities (2,567) (2,810) 3,357 8.6 16.3
Profit before income taxes 3,019 2,695 2,655 12.0 1.5
Income taxes (2,349) (935) (1,782) n.m 47.5
Profit (loss) 670 1,760 873 (61.9) n.m.
Profit (loss) attributable to non-controlling
interests 113 65 520 73.8 (87.5)
Profit (loss) attributable to owners of the
parent (net profit (loss)) 557 1,695 353 (67.1) n.m.

n.m. - not meaningful

One of the factors that causes period to period changes in our revenues and expenses is movement in exchange
rates. In the following discussion, we use the term exchange rate effects to explain the variability caused by such
movements. We calculate the effects of changes in exchange rates by multiplying the revenue and expense amounts in
local currencies by the exchange rates in effect for the prior year to derive a constant currency revenue or expense
amount. We then subtract this figure from the euro-denominated amount obtained from multiplying the current year
revenue and expense amounts in local currency by the current year exchange rates. The difference between the two
amounts is the currency or exchange rate effect.
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Development of Business in the Group
Effects from the Termination of the Agreement to sell T-Mobile USA to AT&T

In December 2011, Deutsche Telekom and AT&T, Inc. jointly terminated their agreement to sell T-Mobile USA
to AT&T following objections raised by the U.S. authorities. Following the termination of the agreement, we received
the payment of the break-up fee of EUR 2.3 billion (USD 3.0 billion) before the end of 2011. In connection with this
transaction, we entered into a cash flow hedge to compensate for exchange rate fluctuations. A loss of EUR 0.2 billion
related to this hedge was recognized in 2011, but will not impact cash flow prior to 2012. We received a right to the
transfer of spectrum licenses worth EUR 0.9 billion (USD 1.2 billion). This compensation resulted in total income tax
expense of EUR 0.9 billion in 2011. In addition, T-Mobile USA and AT&T entered into a national roaming agreement
for 3G services for more than seven years.

For further information, please refer to the section “Business combinations and other transactions,” in the notes
to our consolidated financial statements as of and for the year ended December 31, 2011, included elsewhere in this
offering memorandum.

Effects of Changes in the Composition of the Group

Our business development in 2010 was affected by changes in the composition of our company, the most
important of which are described below.

On April 1, 2010, Deutsche Telekom and France Télécom S.A. merged T-Mobile UK and Orange UK to create
a joint venture called Everything Everywhere in which the two companies hold equal shares of 50%. Since then, the
assets and liabilities of T-Mobile UK have no longer been shown in our consolidated statement of financial position. In
addition, T-Mobile UK’s income statement has no longer been included in our consolidated income statement since the
same date. Instead, the joint venture has been included in our consolidated statement of financial position under
investments accounted for using the equity method. The share in the joint venture’s profit/loss has been reported in our
consolidated income statement under profit/loss from financial activities. This joint venture is included in the Europe
operating segment.

Following the increase in our stake in OTE to 30% in February 2009, OTE has been fully consolidated and is
presented in our Europe operating segment. As a result, 2010 was the first year in which OTE was fully consolidated for
an entire financial year.

For more information on the effects of changes in the composition of the Group, please refer to the “Summary of
accounting policies” in the section on “Business combinations and other transactions” in the notes to our consolidated
financial statements included in this offering memorandum.

Results of Operations of the Group
Net Revenue

In 2011, the development of net revenue was negatively affected by price declines and customer losses, resulting
from increased competition and a deteriorating macroeconomic environment. In addition, price cuts imposed by various
regulatory authorities had a negative effect on net revenue. Deconsolidation effects related to T-Mobile UK and negative
exchange rate effects, in particular from the translation of U.S. dollars into euros, also had a negative impact on net
revenue.

In our Germany operating segment, revenue decreased by 4.4% in 2011, in large part due to the downward trend
in voice telephony and the discontinuation of the sale of mobile prepaid cards of other telecommunications carriers.
Sustained demand for broadband services in the fixed network and mobile data communications only partially offset this
decline.

Our Europe operating segment recorded a revenue decline of 10.2% in 2011, primarily due to deconsolidation
effects related to T-Mobile UK (EUR 0.8 billion) and the difficult macroeconomic situation in the countries of Southern
and Eastern Europe. In addition, the segment experienced price erosion in almost all of the European countries in which
it operates, resulting from lower mobile termination rates imposed by regulators and intense competition. This operating
segment also experienced slightly negative exchange rate effects overall. Revenue growth in the fixed-network business
in the area of broadband/TV as well as strong growth in mobile data revenue only partially offset these negative effects.
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In our United States operating segment, revenue declined by 7.9% in 2011. In local currency, the decline was
3.3%. In addition to negative exchange rate effects, the decline was due to fewer T-Mobile USA branded customers and
lower terminal equipment revenue resulting from decreased volumes. Continued strong growth in data revenue from
customers using smartphones with mobile broadband data plans and positive effects from the launch of T-Mobile USA’s
handset protection insurance program only partially offset these negative effects.

Compared to 2010, revenue in our Systems Solutions operating segment increased by 2.1% in 2011. This
increase was primarily attributable to the transfer of our business customers at Magyar Telekom from our Europe
operating segment to System Solutions. It is also attributable to agreements concluded in 2010 and 2011, which offset the
general negative price trend in information technology, or IT, and telecommunications.

In 2010, the decrease in net revenue resulted primarily from changes in the composition of the group, which had
a negative impact of EUR 1.9 billion. This decline was partially offset by positive exchange rate effects of
EUR 1.2 billion. The positive exchange rate effects resulted mainly from the translation of U.S. dollars, Polish zlotys and
Czech korunas into euros. Our Systems Solutions and United States operating segments both recorded a revenue increase,
whereas all other operating segments recorded decreases.

Compared with 2009, our Germany operating segment reported a revenue decrease in 2010 of 1.1%. An
increase in business customer and digital services revenue only partially offset the decrease in consumer, wholesale and
value-added services revenue.

Our Europe operating segment reported a revenue decrease of EUR 2.8 billion or 14.1% in 2010, primarily due
to the negative effects from changes in the composition of the Group (EUR 2.1 billion) and a decrease in revenue from
operations. The decline in revenue from operations was largely attributable to price reductions resulting in most countries
in the segment from the reduction in mobile termination charges imposed by the regulatory authorities and from intense
competition. In addition, newly imposed or increased taxes on telecommunications also had a negative impact on total
revenue. Positive exchange rate effects of EUR 0.2 billion partially offset the decline.

Translated into euros, revenue in the United States operating segment increased by 4.0% in 2010 as a result of
positive exchange rate effects of EUR 0.8 billion. In local currency, revenue declined.

In 2010, our Systems Solutions operating segment reported a revenue increase of 2.9% primarily as a result of
the large number of contracts that were concluded in 2009 and 2010. Revenue from these new contracts offset the overall
negative price trend in IT and telecommunications.

Contribution of the Operating Segments to Net Revenue

2011 2010 Change Change 2009

(millions of €) (%) (millions of €)
Net revenue 58,653 62,421 (3,768) (6.0) 64,602
Germany 24,031 25,145 (1,114) (4.9 25,423
Europe 15,124 16,840 (1,716) (10.2) 19,607
United States 14,811 16,087 (1,276) (7.9) 15,471
Systems Solutions 9,249 9,057 192 21 8,798
Grsoup_Headquarters & Shared 2144 2,166 22) (1.0) 2,410

ervices

Intersegment revenue (6,706) (6,874) 168 2.4 (7,107)

At 38.6%, the Germany operating segment provided the largest contribution to the net revenue of the Group in
2011. The contribution of the Systems Solutions operating segment to net revenue increased by 0.9 percentage points in
2011. In our Europe and United States operating segments, by contrast, the contributions to net revenue decreased year-
on-year by 1.3 and 0.6 percentage points, respectively.

At 37.7%, the Germany operating segment provided the largest contribution to the net revenue of the Group in
2010. The Europe operating segment’s share of net revenue decreased by 3.5 percentage points year-on-year owing to
effects from changes in the composition of the Group. The United States operating segment’s share of net revenue
increased by 1.9 percentage points in 2010, primarily as a result of exchange rate effects. The Systems Solutions
operating segment’s share of net revenue remained virtually stable.
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Profit from Operations

In 2011, profit from operations remained stable as the revenue decline described above was offset by a decline
in net operating expenses and net positive effects from the termination of the agreement on the sale of T-Mobile USA, as
described below:

e Cost of sales decreased by EUR 1.8 billion, primarily as a result of the decline in revenue. Positive
exchange rate effects (EUR 0.5 billion) and the deconsolidation of T-Mobile UK (EUR 0.4 billion) also
contributed to this decline. By contrast, civil servant early retirement arrangements resulted in higher
expenses of EUR 0.2 billion.

¢ Selling expenses declined by EUR 0.6 billion, primarily as a result of the decline in revenues.
Exchange rate effects (EUR 0.2 billion) and the deconsolidation of T-Mobile UK (EUR 0.2 billion)
also contributed to the decline. Expenses for civil servant early retirement arrangements accounted for
an increase of EUR 0.2 billion.

e General and administrative expenses increased slightly in 2011, primarily as a result of settlements
agreed with U.S. authorities relating to Magyar Telekom (EUR 0.1 billion).

e The increase in other operating income of EUR 2.9 billion is primarily attributable to the compensation
from AT&T as a result of the termination of the agreement on the sale of T-Mobile USA. The break-up
fee of EUR 2.3 billion as well as a right to the transfer of Advanced Wireless Service spectrum licenses
worth EUR 0.9 billion were recorded in 2011. This increase was partially offset by a loss of EUR 0.2
billion relating to a cash flow hedge put in place to compensate for fluctuations in the U.S. dollar
exchange rate on these amounts received from AT&T. Other operating income also includes income of
EUR 0.1 billion generated in connection with the procurement joint venture BUYIN.

e  Other operating expenses increased by EUR 1.4 billion, mainly due to impairment losses recognized on
goodwill amounting to EUR 3.1 billion, primarily as a result of a goodwill impairment loss of EUR 2.3
billion relating to our United States cash generating unit, and on property, plant and equipment
amounting to EUR 0.2 billion as part of our annual impairment tests. Other operating expenses in 2010
included expenses in connection with the agreement on the remaining stake in PTC (EUR 0.4 billion)
and from the deconsolidation of T-Mobile UK (EUR 0.4 billion).

In 2010, profit from operations was influenced by the revenue decline of EUR 2.2 billion and a smaller total
decline in net operating expenses of EUR 1.7 billion that is described below.

e Cost of sales declined by EUR 0.5 billion, primarily as a result of the deconsolidation of T-Mobile UK
amounting to EUR 1.5 billion, which was partially offset by exchange rate effects totaling EUR 0.7
billion.

¢ Selling expenses declined by EUR 1.2 billion, due to changes in the structure of the Group and a
reduction in customer acquisition and retention costs in the Germany operating segment. The decline
was partially offset by exchange rate effects totaling EUR 0.3 billion, primarily from the translation of
U.S. dollars.

e The increase of EUR 0.6 billion in general and administrative expenses related mainly to
EUR 0.2 billion higher expenses for early retirement programs. In addition, a provision of EUR 0.2
billion for the Civil Service Health Insurance Fund was reversed in 2009.

e  Other operating expenses decreased by EUR 0.5 billion in 2010, due in part to lower depreciation,
amortization and impairment losses posted in connection with the impairment tests. In 2009, the Group
sustained goodwill impairment losses of EUR 2.3 billion, primarily as a result of an impairment loss of
EUR 1.8 billion that had been recognized on the goodwill of the cash-generating unit T-Mobile UK. In
2010, the annual impairment tests resulted in impairment losses of EUR 0.7 billion to be recognized on
goodwill and property, plant and equipment at year-end. The decrease in other operating expenses was
partially offset by expenses of EUR 0.4 billion incurred in connection with the agreement concerning
the stake in PTC, and of EUR 0.4 billion from the deconsolidation of T-Mobile UK recognized in the
second quarter of 2010 due to the establishment of the Everything Everywhere joint venture.
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Reconciliation of EBITDA and Adjusted EBITDA

2011 2010 2009
(millions of €)
Profit from operations 5,586 5,505 6,012
Depreciation, amortization and impairment
losses 14,436 11,808 13,894
EBITDA 20,022 17,313 19,906
Special factors — Germany (707) (509) (349)
Staff-related measures (604) (401) (300)
Non-staff-related restructuring 4) (11) (31)
Effects of deconsolidations, disposals and
acquisitions 0 0 10
Other (99)* 97y (28)
Special factors — Europe (246) (606) 93)
Staff-related measures (132) (209)° (36)
Non-staff-related restructuring 0 (5) (26)
Effects of deconsolidations, disposals and
acquisitions 0 (355) 0
Other (114)* (37) (31)
Special factors — United States (134) 0 0
Staff-related measures (116) 0 0
Non-staff-related restructuring 0 0 0
Other (18) 0 0
Special factors — Systems Solutions (275) (281) (213)
Staff-related measures (81) (113) (68)
Non-staff-related restructuring (163) (170) (152)
Effects of deconsolidations, disposals and
acquisitions 0 0 7
Other (31) 2 0
Special factors — Group Headquarters &
Shared Services 2,698 (769) 101)
Staff-related measures (224) (281) (109)
Non-staff-related restructuring (22) (100) 0
Effects of deconsolidations, disposals and
acquisitions (56) (385) 24
Compensation from AT&T 3,000° - -
Other 0 ?3) (16)
Special factors — Group reconciliation 1 5 6)
Staff-related measures 0 0 (16)
Non-staff-related restructuring 0 1 10
Effects of deconsolidations, disposals and
acquisitions 0 4 0
Other 1 0 0
Total special factors 1,337 (2,160) (762)
Adjusted EBITDA 18,685 19,473 20,668

! Primarily consisting of provisions taken in connection with legal proceedings.

2 Primarily consisting of the write-off of receivables from the German Main Customs Office relating to the 2005 to 2009 tax years.

® Includes expense relating to a contribution required by the Greek Ministry of Labor and Social Affairs (the “Ministry”). In the first
quarter of 2010, the Ministry issued a Ministerial Decision and informed OTE that it may, subject to an audit, be required to make
additional payments to cover a deficit in the public pension fund. Upon receipt of a notification from the Ministry for payment of
EUR 130 million, a liability was recognized in our financial statements as of December 31, 2010.

* Primarily consisting of expenses related to the conclusion of the Magyar Telekom investigation and consulting expenses related to
personnel restructuring programs in Romania.

® Includes break-up fee received from AT&T (EUR 2.3 billion), spectrum received from AT&T (EUR 0.9 billion) and loss related to
cash flow hedge entered into in connection with the transaction (EUR 0.2 billion).
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Adjusted EBITDA

Contribution of the Operating Segments to Adjusted Group EBITDA

Proportion Proportion
of adjusted of adjusted
Group Group
2011 EBITDA 2010 EBITDA Change Change 2009
(millions (millions (millions (millions of
of €) (%) of €) (%) of €) (%) €)
EBITDA (adjusted for
special factors) in the
Group 18,685 100.0 19,473 100.0 (788) (4.0) 20,668
Germany 9,599 51.4 9,618 49.4 (19) 0.2) 9,607
Europe 5,241 28.0 5,748 29.5 (507) (8.8) 6,390
United States 3,831 20.5 4,156 21.3 (325) (7.8) 4,261
Systems Solutions 872 4.7 948 49 (76) (8.0) 923
Group Headquarters &
Shared Services (742) (4.0) (870) (4.5) 128 14.7 (315)
Reconciliation (116) (0.6) (127) (0.6) 11 8.7 (198)

In 2011, the decline in adjusted EBITDA resulted primarily from the decline in adjusted EBITDA generated by
our operations and, to a lesser extent, negative exchange rate effects and the deconsolidation of T-Mobile UK. Our
Germany operating segment generated adjusted EBITDA in 2011 only slightly lower than in 2010, despite the decline in
revenue. In addition, various technology and sales initiatives and the improvement of support processes further reduced
operating costs, while we lowered our cost base by discontinuing the sale of prepaid mobile cards of our competitors. The
decline in adjusted EBITDA at our Europe operating segment resulted primarily from the decline in revenue and, to a
lesser extent, the deconsolidation of T-Mobile UK and the real estate tax introduced by the Greek government in 2011.
Exchange rate effects, primarily attributable to the Polish zloty and the Croatian kuna, had a slightly negative effect. By
reducing overhead costs, mainly in Greece and Hungary, we partially offset the decline. Adjusted EBITDA at our United
States operating segment declined primarily due to negative exchange rate effects. In local currency, our United States
operating segment reported a 3.1% decrease in adjusted EBITDA, primarily due to the decline in revenues as well as an
increase in operating expenses related to the build-out of the 4G-HSPA plus network and higher marketing expenses.
Lower volume-driven handset and commission costs partially offset the decline in adjusted EBITDA. In 2011, adjusted
EBITDA in our Systems Solutions operating segment declined despite an increase in revenue. This decline is primarily
due to increased contract-related expenses, such as for the successful migration of customer infrastructures to T-Systems’
operational business, start-up expenses for new contracts, and the development of our focus areas, such as intelligent
networks, energy, healthcare and connected vehicles. In addition, adjusted EBITDA was negatively affected by measures
to improve competitiveness. Adjusted EBITDA at Group Headquarters & Shared Services improved in 2011, mainly due
to earnings in connection with the procurement joint venture BUYIN and lower personnel costs at Vivento.

In 2010, the decline in adjusted EBITDA resulted primarily from the decline in adjusted EBITDA generated by
our operations and, to a lesser extent, from the deconsolidation of T-Mobile UK. This decline was partially offset by the
first time full year consolidation of OTE as well as positive exchange rate effects. Adjusted EBITDA in our Germany
operating segment in 2010 increased slightly as positive developments in mobile communications offset the decrease in
the traditional fixed-network business. A key contribution came from effective cost management measures. In 2010, the
decline in adjusted EBITDA at the Europe operating segment resulted from the deconsolidation of T-Mobile UK as of
April 1, 2010 and the newly imposed special tax in Hungary that applied retroactively to the full 2010 financial year. The
first time full-year consolidation of OTE and positive exchange rate effects attributable, in particular, to the translation
from Polish zlotys, Czech korunas, Hungarian forints, Croatian kunas and pounds sterling into euros partially offset the
decline. Adjusted EBITDA in our United States operating segment in 2010 declined in local currency due to a slight
decline in revenue and higher costs resulting from more extensive customer incentive programs and the fact that
customers tended to opt for heavily subsidized 3G handsets. Adjusted EBITDA expressed in euro benefited from
offsetting positive exchange rate effects of EUR 0.2 billion. In 2010, adjusted EBITDA in our Systems Solutions
operating segment increased mainly as a result of an increase in revenues. Adjusted EBITDA at Group Headquarters &
Shared Services decreased by EUR 0.6 billion in 2010, mainly due to higher income recognized in 2009 from the reversal
of provisions and the reclassification of real estate from assets held for sale to non-current assets. Adjusted EBITDA at
Group Headquarters & Shared Services was also negatively affected by higher personnel costs at Vivento and other units
and higher marketing and technology costs in 2010. Finally, gains on the sale of real estate were lower in 2010 than in
20009.
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Profit/Loss before Income Taxes

In 2011, profit before income taxes increased. In addition to the effects mentioned above, there was a EUR 0.2
billion decrease in the loss from financial activities, primarily attributable to a EUR 0.2 billion improvement in finance
costs. This resulted mainly from lower interest expenses related to bonds and securitized liabilities.

In 2010, profit before income taxes remained constant compared with 2009. In addition to the effects mentioned
above, there was a EUR 0.5 billion decrease in the loss from financial activities. Besides effects from a change in the
gain/loss from financial instruments, the decrease of EUR 0.6 billion in other financial expense is mainly attributable to
lower expenses for the measurement of provisions and liabilities (interest accretion).

Net Profit

In 2011, in addition to the effects mentioned above, the decrease in net profit was primarily due to an increase in
income tax expense of EUR 1.4 billion compared to 2010. Although profit/loss before income taxes only increased
slightly in 2011, income tax expenses more than doubled, mainly due to compensation received from AT&T, which
resulted in a tax expense of EUR 0.9 billion. By contrast, impairment losses recognized on goodwill that had reduced
profit/loss before income taxes in 2010 had no tax effect in 2011. Furthermore, in the United States and Austria, total
impairment losses of EUR 0.3 billion were recognized on deferred taxes on local loss carryforwards.

In 2010, in addition to the effects described above, the increase in net profit was mainly a result of a decrease in
income tax expense of EUR 0.8 billion compared to 2009. This tax effect, in turn, is the result of partly contrasting
effects. In 2010, deferred taxes of EUR 0.5 billion were recognized on temporary differences and loss carryforwards in
the Europe operating segment, since it is probable that these temporary differences and loss carryforwards will be used in
the future. This was offset by a special tax imposed in Greece, which increased our tax expense in 2010. A further factor
in the increase in net profit was the lower level of profit attributable to non-controlling interests amounting to EUR 0.4
billion. In 2010, EUR 0.2 billion of the EUR 0.7 billion of the year-end impairments was attributable to non-controlling
interests.

Cash Capex

In 2011, cash capex, excluding spectrum investments, totaled EUR 8.3 billion and was concentrated on
continued broadband build-out and increasing capacities in existing networks. In addition, we invested EUR 0.1 billion in
spectrum. In mobile communications, we made initial investments in LTE, increased 3G network coverage and upgraded
capacity to meet increasing demand for data transfer volumes. In 2012 we expect our net investment levels to remain
approximately at the same level as in 2011 (other than any investments in spectrum).

In 2010, cash capex, excluding spectrum investments, totaled EUR 8.5 billion in and was concentrated in all
countries on continuing the roll-out of our broadband network and expanding capacities in existing networks. In mobile
communications, we increased 3G network coverage; while in the fixed network, the focus was mainly on DSL, VDSL,
and IPTV. Furthermore, we continued to upgrade the existing telephone network to a next-generation network, such as an
IP-based voice network. At T-Systems, cash capex was primarily in connection with customer orders and the expansion
of new shared platforms (e.qg., for cloud services). In addition to the cash capex described above, spectrum investment
totaled EUR 1.3 billion in 2010.

In May 2010, Telekom Deutschland GmbH purchased spectrum in the 0.8 GHz, 1.8 GHz, and 2.6 GHz
frequency ranges at auction in Germany, for which it paid EUR 1.3 billion. We are using this spectrum to supply rural
areas with broadband service. In 2010, T-Mobile Netherlands purchased two-part 10 MHz bandwidths in the 2.6 GHz
range for EUR 109,000 at the mobile spectrum auction in the Netherlands. T-Mobile Austria paid EUR 11 million for a
total of 2 x 20 MHz in the 2.6 GHz range. In addition, we purchased spectrum through Cosmote Bulgaria, which is part
of the OTE group, to expand the UMTS network in Bulgaria. We will use this spectrum to further expand the 3G network
of GLOBUL, Cosmote Bulgaria’s mobile communications brand. GLOBUL paid a one-time fee of BGN 17 million plus
an annual fee of BGN 1 million, equivalent to approximately EUR 9 million, for the spectrum issued by the Bulgarian
communications supervisory authority (CRC).
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Financial Position of the Group

Consolidated Statement of Financial Position

Dec. 31, Dec. 31, Dec. 31, Dec. 31, Dec. 31, Dec. 31,
2011 2011 2010 2010 Change 2009 2009
% of % of % of
millions balance millions balance millions millions balance
of € sheet total of € sheet total of € of € sheet total

Assets
Current assets 15,865 12.9 15,243 11.9 622 23,012 18.0
Cash and cash equivalents 3,749 3.0 2,808 2.2 941 5,022 3.9
Trade and other receivables 6,557 5.3 6,889 5.4 (332) 6,757 53
Non-current assets and
disposal groups held for

sale 436 0.4 51 0.0 385 6,527 5.1
Other current assets 5,123 4.2 5,495 4.3 (372) 4,706 3.7
Non-current assets 106,677 87.1 112,569 88.1 (5,892) 104,762 82.0
Intangible assets 50,097 40.9 53,807 421 (3,710) 51,705 40.5
Property, plant and
equipment 41,927 34.2 44,298 34.7 (2,371) 45,468 35.6
Investments accounted for
using the equity method 6,873 5.7 7,242 5.7 (369) 147 0.1
Other non-current assets 7,780 6.3 7,222 5.6 558 7,442 5.8
Total assets 122,542 100.0 127,812 100.0 (5,270) 127,774 100.0
Liabilities and
shareholders’ equity
Current liabilities 24,338 19.9 26,452 20.7 (2,114) 24,794 194
Financial liabilities 10,219 8.4 11,689 9.1 (1,470) 9,391 7.4
Trade and other payables 6,436 5.3 6,750 5.3 (314) 6,304 49
Current provisions 3,217 2.6 3,193 25 24 3,369 2.6
Liabilities directly
associated with non-current
assets and disposal groups
held for sale - - - - - 1,423 11
Other current liabilities 4,466 3.6 4,820 3.8 (354) 4,307 3.4
Non-current liabilities 58,263 47.5 58,332 45.6 (69) 61,043 47.8
Financial liabilities 38,099 311 38,857 30.4 (758) 41,800 32.7
Non-current provisions 7,784 6.3 8,001 6.2 (217) 8,340 6.5
Other non-current liabilities 12,380 10.1 11,474 9.0 906 10,903 8.6
Shareholders’ equity 39,941 32.6 43,028 33.7 (3,087) 41,937 32.8
Total liabilities and
shareholders’ equity 122,542 100.0 127,812 100.0 (5,270) 127,774 100.0

2011/2010

Our total assets decreased by EUR 5.3 billion compared with December 31, 2010. Current assets increased by
EUR 0.6 billion, while non-current assets decreased by EUR 5.9 billion.

Cash and cash equivalents increased by EUR 0.9 billion compared with December 31, 2010. Please refer to the
consolidated statement of cash flows and selected notes to the consolidated statement of cash flows in our consolidated
financial statements as of and for the year ended December 31, 2011 included elsewhere in this offering memorandum
for more information on this change.

The 4.8% decline in trade and other receivables was mainly due to the difficult macroeconomic situation in
Europe.

The net carrying amounts of the non-current assets and disposal groups held for sale increased by EUR 0.4
billion due to the decision to sell shares in Telekom Srbija.

Other current assets decreased, primarily due to a EUR 0.2 billion decrease in inventories and a EUR 0.1 billion
decrease in current recoverable income taxes.

The decline in intangible assets and property, plant and equipment of EUR 6.1 billion as of December 31, 2011
was due to depreciation and amortization of EUR 11.0 billion as well as to total impairment losses of EUR 3.4 billion,
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mainly in the United States and Europe operating segments. These effects were partially offset by additions to assets of
EUR 8.6 billion, the majority of which related to investments intended to increase operating capacities. Apart from
investments in new products and technologies, these investments were primarily measures to enable the provision of
additional capacities and improve quality in existing products and technologies.

Investments accounted for using the equity method decreased mainly due to a dividend of EUR 0.5 billion
received from our Everything Everywhere joint venture. This amount was partially offset by exchange rate effects
attributable to the pound sterling of EUR 0.2 billion.

The increase in other non-current assets of EUR 0.8 billion was mainly attributable to the right to the transfer of
spectrum licenses from AT&T worth EUR 0.9 billion. The license package is part of the compensation from AT&T
related to the termination of the sale of T-Mobile USA.

In 2011, current liabilities decreased by EUR 2.1 billion and non-current liabilities by EUR 0.1 billion.

Our financial liabilities decreased by EUR 2.2 billion compared with 2010. Current financial liabilities
decreased by EUR 1.5 billion and non-current financial liabilities by EUR 0.8 billion. For more information, please refer
to the following tables and the accompanying explanations included elsewhere in this offering memorandum.

The 4.7% decline in trade and other payables resulted in part from a decrease in investments compared with
2010.

Provisions (current and non-current) decreased by EUR 0.2 billion, mainly due to lower provisions for pensions.

Other liabilities (current and non-current) increased by EUR 0.6 billion. This is mainly attributable to an
increase in deferred tax liabilities at T-Mobile USA (EUR 0.9 billion) and higher liabilities for civil servant early
retirement arrangements (EUR 0.2 billion). This increase was partially offset by decreases in liabilities for voluntary
redundancy and severance payments (EUR 0.2 billion), VAT liabilities (EUR 0.1 billion), and deferred income (EUR 0.1
billion).

Shareholders’ equity decreased by EUR 3.1 billion to EUR 39.9 billion, primarily due to dividend payments
totaling EUR 3.5 billion and the negative fair value measurement of hedging instruments of EUR 0.5 billion. By contrast,
the profit of EUR 0.7 billion and actuarial gains of EUR 0.2 billion recognized directly in equity had a positive effect.

2010/2009

Total assets remained almost constant compared with the end of 2009. Current assets decreased by EUR 7.8
billion, while non-current assets increased by the same amount. Current liabilities increased by EUR 1.7 billion, while
non-current liabilities decreased by EUR 2.7 billion.

Cash and cash equivalents decreased by EUR 2.2 billion compared with December 31, 2009. Please refer to the
consolidated statement of cash flows and selected notes to the consolidated statement of cash flows in our consolidated
financial statements as of and for the year ended December 31, 2010 included elsewhere in this offering memorandum
for more information on this change.

The net carrying amounts of the non-current assets and disposal groups held for sale and the liabilities directly
associated with non-current assets and disposal groups held for sale decreased by EUR 5.1 billion. Following the
contribution of T-Mobile UK into a joint venture called Everything Everywhere as of April 1, 2010, the assets and
liabilities of T-Mobile UK, which were reported as of December 31, 2009 as held for sale, were deconsolidated and
Deutsche Telekom’s 50% holding in the joint venture was reported as investments accounted for using the equity
method. For further details, please refer to the notes to our consolidated financial statements as of and for the year ended
December 31, 2010 included elsewhere in this offering memorandum.

Other current assets increased by EUR 0.8 billion. Inventories, recoverable income taxes and other assets
increased by EUR 0.4 billion, while other financial assets increased EUR 0.4 billion compared with December 31, 20009.
In the 2010 financial year, we and France Télécom S.A. provided financing to the Everything Everywhere joint venture
in the form of a bond purchased by the two shareholders in equal shares (EUR 0.8 billion each). The measurement of
current derivative financial assets, by contrast, resulted in a decrease of EUR 0.2 billion.

The EUR 0.9 billion increase in intangible assets and property, plant and equipment was mainly due to additions

of EUR 10.8 billion (primarily the result of EUR 2.6 billion in technical equipment and machinery, EUR 1.3 billion as a
result of the acquisition of spectrum, and advance payments on property, plant and equipment of EUR 4.0 billion),
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exchange rate effects of EUR 2.4 billion and the addition of EUR 0.2 billion in goodwill from the acquisition of
STRATO. This was offset in part by depreciation and amortization amounting to EUR 11.8 billion (of which acquired
intangible assets accounted for EUR 2.8 billion and technical equipment and machinery for EUR 6.1 billion) and
disposals of EUR 0.4 billion.

Current and non-current financial liabilities decreased by EUR 0.6 billion compared with the end of 2009. While
current financial liabilities increased by EUR 2.3 billion, non-current financial liabilities decreased by EUR 2.9 billion.
For more information, please refer to the following tables and the accompanying explanations included elsewhere in this
offering memorandum.

Other liabilities (current and non-current) increased by EUR 1.1 billion, largely due to higher liabilities
(EUR 0.4 billion) in connection with early retirement arrangements for civil servants and a EUR 0.5 billion increase in
deferred tax liabilities (mainly due to exchange rate effects).

Provisi